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that the outstanding cre dit built upon those reserves will expand at the same rate 
as the long-term growth of production. 
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80 DOES AN INCREASE IN VOLUME OF PRODUCTION CALL 
~ FOR A CORRESPONDING INCREASE IN 
VOLUME OF MONEY? 

The belief that, in order to make the gold standard work satisfactorily in the modern 
world, an annual increase of 3 per cent in the world’s gold supply is necessary, is merely 
one application of the more fundamental thesis that, as production increases, a corre- 
sponding increase in the supply of money is necessary, if chronic depression and unem- 

82 ployment are to be avoided. This thesis rests on the erroneous belief that increased pro- 
82 duction inevitably means a proportionately increased demand for money. But in the most 
important sense of the word, demand for money is not increased by increased production, 
so far as it takes the form of increased production per head. The demand for money 
to hold will then remain the same if the price of commodities which are more efficiently 
produced is allowed to fall in sympathy with the reduction in their costs of production ; and 
84 it is desirable to increase the supply of money only to the extent to which the number of 
83 individuals demanding money to hold is increased by the growth of population. This con- 


clusion requires modification only to the extent to which increases in real income may 
increase the relative importance of those sections of the population whose demand for 
money is comparatively high. But the practical effect of this modification will seldom 
84 be great; and the increase in the supply of money which it will render desirable will be 
much less than in proportion to the increase in production. If prices are not allowed to 
fall in proportion to improvements in the efficiency of production, misleading indications 
will be given to producers as to the directions in which it is desirable to retard or ac- 


85 celerate the flow of capital; and the errors thus encouraged are likely to cause dislocation 
87 throughout the whole economic structure. 

87 In popular discussions of currency policy today, the view has been 


accepted as axiomatic by many whose opinions on other subjects are 
widely divergent, that if chronic depression is to be avoided, we must 
somehow ensure that as the volume of production increases the supply of 
money shall be increased at the same rate. Unless the supply of money 
increases in this way, it is argued that expanding production will be damped 
down by the impact of falling prices, and business is likely to become de- 
pressed. The series of quotations which follows is merely a small selec- 
tion which illustrates the width of the circle which accepts this view: 


R. McKenna, Monetary Policy (Broadcast National Lectures), p. 11: 


In a community like ours, with a steadily growing population and productive 
power, unless there is a corresponding growth in the supply of money, we can- 


ng not avoid deflation with its inevitable accompaniments of trade losses and un- 
ce P 

employment. 

er, Lionel D. Edie, Vice-President, American Capital Corporation, formerly professor 
i. 0} finance, University of Chicago, The Banks and Prosperity, p. 117: 

of Central banks should aim at so regulating the reserves of the banking system 
ad 

ero 

red 
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same rate as general economic progress, or more generally, and indepen- 
dently of the limitations of any particular monetary standard, that expand- 
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that the outstanding credit built upon those reserves will expand at the same rate 
as the long-term growth of production. 

Sir H. Strakosch, Des International Gold Problem, p. 11: 

The world is making steady economic progress and this progress calls for , 
corresponding augme tation of monetary gold stocks if prices are to be main. 
tained stable 

]. Kitchin, Economist, ] 21, 1933: 
To support a given level of prices in a gold standard world, gold reserves should 
increase at a rate approaching that of the world’s economic development. 

Sir W. C. Dampier, The Economic Outlook, Lloyds Bank Monthly Review, Sept. 

1933, p. 368: 

We must arrange that currency ane | credit, on whatever they be based, shall ex. 
pand decade after decade, if in: ustry grows, for increasing industry needs more 
and more money to finance its operations. 

D. B. Copland, Australasian Insurance and Banking Record, Sept., 1928, p. 751: 
If gold is not available in sufficient quantities to meet the increased demand 
arising from expanding trade, prices must fall, unless some successful effort is 
made to control the reserves of gold in the interests of price stability. 

Canterbury (New Zealand) Chamber of Commerce Bulletin No. 103, Aug., 1933 

Gold and the Crisi 
The re-adoption of gold as the basis of currency and credit assumes that suff. 
cient new gold will be available each year to enable the money supply to keep 
pace with expandin d nd industry, or that an insufficiency of new gold 
can be met by measures of ‘‘economising” gold. 


It is natural that those who take this view should attempt some esti- 
mate of the probable rate of economic progress, and, what according to 
their theory is the same thing, of the rate at which it is therefore necessary 
that the supply of money be increased. In this connection much attention 
has been paid to Professor Cassel’s well known theory that, in order to 
maintain price-level stability in a world which wishes to preserve the gold 
standard, an average annual increase of 3 per cent in the world’s stock 
of gold is necessary. Professor Cassel’s theory has indeed encountered 
much criticism in detail, and these technical criticisms are not unimpor- 
tant; but it is significant that even of his critics' many have not expressed 
serious dissent from the more general hypothesis which underlies his 
conclusion, the hypothesis that “the gold standard must be said to be a 
satisfactory standard only on the condition that the world is able to increase 
indefinitely its annual production of gold at the same rate as characterises 
the world’s general economic progress.’ 

Before making up our minds about the arithmetic of Cassel’s calcula: 
tions, it is clearly more important to determine whether its theoretical 
foundation is secure, w hether it is desirable that, under gold-standard 


conditions, the world’s annual production of gold should increase at the 
* E.g., E. W. Kemmere imerican Economic Review, Supplement, March, 1928, pp 
67-70. 
? Fundamental Thoughts in Economics, p. 146. Cf. “Present-Day Gold Standard Prob- 
lems,” Skandinaviska Kreditaktiebolaget, Oct., 1933. 
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same rate as general economic progress, or more generally, and indepen- 
dently of the limitations of any particular monetary standard, that expand- 

ing industry demands proportionate increases of money to finance its 
operations. Certainly there is no other commodity whose supply should 
increase in exact proportion to increases in general productivity. For in- 
creases in general productivity are impossible without constant shifts in 
the relative importance of different products. As we become wealthier we 
do not spend the additions to our income in precisely the same proportions 
as we spent the income which we received when we were poor. Is gold an 
exception to this general rule? Are we justified in assuming that general 
economic development demands a proportionate increase of gold; or more 
generally a proportionate increase in the supply of money? 

~ Now that the status of gold as an international standard is again being 
setiously questioned, a discussion of the rate at which it is desirable to 
increase the supply of gold under gold standard conditions may seem 
somewhat academic. This is, however, far from being the case. The belief 
that variations in the supply of gold are important under gold standard 
conditions depends upon the further belief that, in the absence of radical 
changes in banking practice, variations in the volume of the means of pay- 
ment in general will be associated more or less closely with variations in 
the supply of gold. It is the volume of means of payment in general which 
is believed to be important; and variations in the supply of gold attract 
attention from that point of view alone. Cassel’s argument is naturally 
most easily discussed in terms of the influences affecting the supply of 
gold and the demand for it: but similar influences affecting the means of 
payment in general are operative when the gold standard is suspended; and 
it is precisely because the technical difficulties, in the way of expanding the 
volume of money to keep pace with the volume of production, appear to be 
much diminished when the gold standard is inoperative that it is of such 
practical importance now to determine whether an increase in productive 
capacity does in fact necessitate a parallel increase in the supply of money. 

The search for an answer to this question also involves a reference to 
the ambiguities of the concept of “demand” for money and will further 
suggest an interpretation of the meaning of price stability, which though 
now well known is strengthened if it is shown to emerge as a result of 
criticism from another angle. 

When we are discussing the rate at which the supply of money should 
be increased to keep pace with the growth of production, we are in fact 
discussing the question, about which a lively debate has been carried on 
in recent years, of the kind of general price-level movement which the 
controllers of credit policy should endeavor to maintain. If, as will be 
argued later, it is agreed that in order to maintain stability in the economic 
structure we should aim not at stability of the wholesale or any other of 
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the ordinary price-index numbers, but instead at a price level which falls an 
“pari passu with the increase of productivity per head,’’* then it further nec 
follows that we should not aim at expansion of the supply of money “at th: 
the same rate as the long-term growth of production.” If we eliminate the the 
effects of yah in n central bank reserve policy and of changes in business wi 
habits which affect the customary methods of payment, general economic a 
development renders an increase in the supply of money desirable only if at ho 
the same time population is increasing or if, when the average level of real de 
income rises, the peciplents of higher incomes find it convenient to in- ag 
crease their average holdings of money. Apart from increases in popula- of 
tion and from changes s in the desire of individuals to hold money, eco- $0 
nomic neyo which takes the form of increased production per ag 
head—and that is the ve form of economic development which is worth "I 
having—does not require any increase in money supply. pe 
The starting point of Cassel’s argument is the fact that price levels, as m 
measured by Sauerbeck’s index number, were the same in 1850 and 1910, 
During this period of sixty years the world’s stock of gold increased on pt 
the average (making allowance for wastage) at the rate of 3 per cent per F 
annum. It is then assumed that because the price levels in 1850 and 1910 fi 
were the same, “the rate of economic progress of countries of European . 
civilization’’> must have increased on the average at the same rate as the li 
stock of gold, and further that, assuming the continuance of the same rate ¢ 
of economic progress in the future, a continued annual increase of 3 per cent 0 
in the supply of gold is necessary for price stability. Because of the obvious t 
difficulties of ensuring such continuous expansion of gold production, it ¢ 
is desirable, if the gold standard is to be maintained, that economies should t 
be practised in the use of gold for central bank reserves, etc. f 
A criticism of this analysis from the statistical side will at the same time ¢ 
reveal certain theoretical weaknesses. There is little to object to in the f 
treatment of the supply of gold. Cassel’s treatment of demand is, however, 


unsatisfactory and confused.® It is now well known that the concept of 


demand for money can be interpreted in at least two ways. On the one 
hand the demand for money used to be thought of as meaning “‘the quantity 
of commodities of all sorts which, being put on sale, are offered for 
money.’”? On this view, if the volume of goods offered for sale increases, 


the demand for money increases correspondingly; and it seems to follow 
that, in the absence of a corresponding i increase in the supply of money, 
the value of money will rise and prices will fall. There are many ambiguities 


*D. H. Robertson, International Gold Problem, p. 21. 

* Theory of Social Economy, vol. ii, pp. 441-54, new ed., pp. 467-78. 

° Interim Report of the Gold Delegation of the Financial Committee, 1930, p. 74. 
* Theory of Social Economy, vol. ii, pp. 467-73, new ed., pp. 489-94. 


"Taussig, Principles, i, p. 233, n. 2; cf. J. S. Mill, Principles, p. 490. “The demand 
for money consists of all the goods offered for sale.” 
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and confusions latent in this interpretation, the details of which are un- 
necessary here. It would be too optimistic to accept Cannan’s conclusion 
that this theory ““has now been entirely scrapped.”’* But there is no doubt 
that a much more useful interpretation of demand for money is that used 
with variations by Marshall, Cannan, Pigou, Keynes and others, and as- 
sociated with the idea that the desires of individuals and organizations to 
hold stocks of money vary from time to time. As Cannan puts it® “the 
demand which is important is the demand for currency, not to pay away 


rea 
- again immediately, but to hold. Just as you are a less important demander 
ula- of houses if you occupy a £1,000 house than if you occupy a £2,000 house, 
ecO- so you are a less important demander of currency if you keep on the aver- 
per age £5 in your pocket than if you keep £10”; while according to Marshall,*° 
orth “In every state of society there is some fraction of their income which 
people find it worth while to keep in the form of currency.”"* Their de- 
as mand for currency is identical with this fraction. 
10.! An adequate analysis of the demand for money interpreted from this 
on point of view also requires more exhaustive treatment than is possible here. 
per For our purposes it is sufficient to point out that the demand arises mainly 
910 from two sources: first, from private individuals and other business units 
ean who find it convenient to hold stocks of money wherewith to meet current 
the liabilities, and secondly from banks and other institutions who find it nec- 
rate essary to hold cash reserves. Further, if the volume of production per head 
ent of population increases, there is no reason for supposing that either of 
ous these demands is likely to increase proportionately in consequence. In some 
, it cases higher real incomes may induce the recipients to increase the size of 
uld the fraction of their income which they find it convenient to keep in the 
form of currency, though not as a rule in proportion to the increase in in- 
me come, and in other cases the receipt of higher incomes will encourage the 
the growth of banking habits, and therefore positively diminish the demand for 
ret, hard cash. The demand of individuals for money is not a demand for units 
of of currency as such, but rather for units of purchasing power, of “‘spenda- 
mne bility.” If production per head increases as a result of increased efficiency 
‘ity —and there is no other possible reason why it should increase—we should 
for naturally expect the prices of certain commodities, whose efficiency of pro- 
eS, duction had increased, to fall in comparison with other prices; and the 
ow number of units of currency necessary to maintain the same level of pur- 


* An Economist's Protest, p. 385. 

* Money, Sth ed., p. 72-3. 

Money, Credit and Commerce, p. 45. 

" Cf. Keynes, Monetary Reform, p. 75. “What the public want is not . . . so many £ 
sterling of currency notes but a quantity sufficient to cover a week’s wages, or to pay their 
bills or to meet their probable outgoings on a journey or a day's shopping.” Cf. Treatise 
on Money, vol. i, pp. 222-33; Pigou, Essays in Applied Economics, xvi, “The Exchange 
Value of Legal-Tender Money”; Lavington, English Capital Market, ch. 6. 
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chasing power would correspondingly diminish. Nor is there any reason 
why under these conditions banks should desire to hold larger reserves, 

The weakness of Cassel’s analysis arises in part from the fact that he 
and those who follow him do not distinguish with sufficient clearness be. 
tween these two interpretations of demand for money. Sometimes their 
thought moves in the direction of the second and better interpretation; 
but when it comes to estimating the rate at which it is desirable for the 
volume of means of payment to increase, they move back to the first, mis. 
leading interpretation 

Cassel thought that, during the period which he surveyed, changes in 
demand for gold had been unimportant except on two occasions, one being 
the increased American demand after the Civil War. Demand, he says, 
has been “‘rather a passive factor.’’! 

Elsewhere’* he says “the world demand for gold during the period must 
have increased fairly uniformly at the same rate as the normal gold supply”; 
and this contrast in expression indicates the confusion which exists be- 
tween the two interpretations of demand for money. The reference to the 
United States after the Civil War is consistent with Cannan’s interpretation 
of the demand for money as a demand for money to hold. The demand for 
gold at that time increased because it was thought desirable to make use 
of, anc hold larger stocks of, gold coin instead of the substitutes which had 
been found unsatisfactory. And the discussion of variations in the demand 
for gold as the result of new adhesions to the gold standard, or increased 
importations into India‘* as well as the hint, in reference to the future, of 
the possibility of changes “in our idea of the importance of gold especially 
as regards its circulation and the great central reserves,”"** also imply the 
same interpretation. 

Actually the changes in demand of this kind for gold between 1850 and 
1910 appear to have been much more important than Cassel’s discussion of 
them would suggest. On the one hand, there was a wide extension of the 
gold standard, which was certain to increase the demand for gold; on the 
other hand, there was a great development of check payments which di- 
minished the demand for gold. On this account Hawtrey maintains that it 
is impossible to deduce from a historical survey of the period any estimate of 
the ‘‘normal’”’ increase in the demand for gold. He goes so far indeed as 
to say that the 3 per cent estimate “is based on no evidence whatever." 


Fundamental Thoue! 


* Theory of Social Ecos p. 468, new ed., p. 489. 

* Ibid., pp. 468, 471, new ed., pp. 489, 493. 

Tbid., old ed., p. 454 

* International Gold P1 m, pp. 75-6. For further criticism ¢f. B. Nogaro, “La Ques- 
tion de |l’Or devant la Sociét Nations,” Rev. d’Econ. Pol., Jan.-Feb., 1931. See also 
“Discussion on the Paper p | by the Industrial Institute on the Mathematical Statisti- 
cal Analysis of Economic Data,” Journal of Royal Stat. Soc., 1932, pp. 187-287. 
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on There is a more important criticism, however: implicit in the whole of 
es. Cassel’s discussion is the other interpretation that the demand for gold 
he depends on the volume of trade. Cassel selects 1850 to 1910, a period 
e- with the same price level at each end, because “the increase in the stock 
it of gold during the period occurred without influencing the price level, and 
n; merely corresponds to the increase necessitated by the course of economic 
he progress."** But the course of economic progress necessitates a propor- 
s- tionate increase in gold supply only on the hypothesis that the demand for 
gold depends not on the policy of reserve banks and the desires of indi- 
in viduals to hold gold but instead on variations in the volume of production. 
g Because the volume of production increased during the period at the aver- 
S, age rate of 3 per cent per annum, it is assumed that the demand for gold 
increased at the same rate. Changes in demand for gold associated with the 
st adoption of the gold standard and other changes in business habits are 
‘- neglected as unimportant, the only changes regarded as significant being 
those associated with variations in volume of trade." 
re From this reasoning, Cassel concludes that “if the rate of progress for 
mn the future is assumed to be the same as it was for the period 1850-1910, 
ai the stability of the present price level will depend on the possibility of the 
re annual gold production amounting to 3 per cent of the world’s total stock 
d of gold’’;!* and this conclusion has been widely accepted. The Gold Dele- 
d gation saw that the detailed figures were a little shaky, but nevertheless 
d implicitly assumed that the demand for gold increased as trade expanded. 
According to the Interim Report, 
y The demand for currency is naturally dependent upon the volume of production 
P and trade and on the monetary transactions to which such trade gives rise. . . . 
We may reasonably expect that the future requirements of gold, as long as meth- 
d ods of payment do not undergo important changes, will tend to increase as pro- 
f duction and trade expand.”° 
3 And a series of calculations showed what gold supplies would be necessary 
, assuming certain rates of increase in the volume of trade and certain prac- 
‘ tices on the part of central banks with regard to gold reserves.”* 
t This line of thought is, however, far from satisfactory. Does general 
economic progress in fact demand as an essential condition a proportionate 
increase in the supply of the means of payment? The belief that such an 


increase is desirable is defended because it is thought that in its absence the 


"Theory of Social Economy, p. 444, new ed., p. 469. 

"The statistical foundations for Cassel’s attempt in 1930 at a direct estimate of the 
growth of volume of production are quite unsatisfactory (Interim Report of the Gold Dele- 
gation of the Financial Committee of the League of Nations, p. 74. Cf. B. Nogaro, Revue 
d'Economie Politique, Jan.-Feb., 1931, p. 7). 

" Interim Report of Gold Delegation, p. 75. 
* Pp. 14-5, 
*P. 16. 
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price level will fall. But is a fall of price which is due to improved efficiency 
in production a bad thing? For the consumer it has evident attractions; and 
it is not obvious at first sight that it inflicts any damage upon the producer, 

It must be agreed that if the value of money is to be kept stable its supply 
must move pari passu with the demand for it; but that is not the same thing 
as saying that the rate of increase in demand is the same as the rate of 
movement in “general economic development.” As we have already seen, 
according to Cannan and others, the demand for money which is impor- 
tant is the demand from individuals and institutions for the stocks of 
money which they find it convenient to hold. On this interpretation changes 
in demand may be caused by growth of population, changes in banking 
habits, and in the organization of trade, but are not directly or proportion- 
ally connected with growth of wealth.** Variations in individual demands 
for money are not necessarily correlated at all closely with variations in in- 
dividual incomes. It is probable that if we become richer we may tend to 
hold larger stocks of currency; but the increase is unlikely to be propor- 
tionate to the increase in our income, and the effects of this tendency may 
be completely offset by an extension of the use of banking accounts, itself 
directly due to the increase of income. A raising of average real income 
levels may bring with it some increased demand for money, but the in- 
creased demand will certainly not be proportional to the increase in real 
income. The belief that general economic development demands a pro- 
portionate increase in the supply of money is merely another method of 
affirming that economic progress becomes extremely difficult if prices are 
allowed to fall, even if the fall of price is the result of greater efficiency 
in production. If increased efficiency is allowed to have its normal effects in 
reducing prices, general economic development will cause an increase in the 
demand for money, only if there is at the same time an increase in popula- 
tion or if the trend which has been referred to above is important. 

The root of the confusion will be found in the fact that many people 
have written about general economic development without making the 
obvious but essential distinction between the effects of increases in aggre- 
gate production and the effects of increases in production per head.” An 
expansion of production does not bring general economic progress, if it 
merely keeps pace with an increase of population. If there is real economic 
progress, /.e., an increase in production per head, and there is no change 
in the volume of money, prices will tend to fall; but each person who te- 
tains his old money income will receive a larger real income. The increased 
real purchasing power which is necessary becomes effective through the 
use of the same number of units of currency, and there is therefore no 
reason for supposing that in the interests of stability the supply of money 


= Money, 6th ed., pp. 74-5 
* Cannan, Modern Currency and the Regulation of Its Value, pp. 45-6. 
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should be increased. If aggregate production increases but population in- 
creases at the same rate, while there are no corresponding changes in 
money supply, prices will again fall. The hypothesis that production and 
pulation increase at the same rate is obviously the same thing as the 
hypothesis that average income standards remain the same. But in the 
absence of any change affecting the customary methods of making pay- 
ments, increase in population must mean an increase in the demand for 
money, because more people will wish to hold the same average volume 
of purchasing power. If the supply of money is not increased under these 
circumstances, the fall of prices which follows is definitely deflationary. 
A difficult adjustment of money incomes becomes necessary; and the process 
of adjustment, by disappointing expectations of normal profit, will have 
a depressing effect upon business enterprise. But in the earlier case, no 
general adjustment of money incomes is needed. The type of adjustment 
which then becomes necessary is in the allocation of productive resources as 
between industries affected by technical improvements and industries not so 
affected; and the extent of the adjustment which is necessary will depend 
largely on the elasticities of demand for the various products. If the efficiency 
of production of an article with inelastic demand increases, the lowered price 
will not be offset by the sale of a larger output. The consequent fall in 
profits should then serve as a warning to investors to check the flow of capi- 
tal into that industry. But if at the same time the supply of money is in- 
creased so that the tendency for the price to fall is checked, the urgency 
of the warning to investors is diminished; and there is likely to be relative 
overproduction. It is true that a change in productive efficiency of this kind 
is likely to cause temporary unemployment; but it is wrong to suppose that 
the unemployment can be checked by attempting to prevent the fall in 
price. 

Some of Cassel’s disciples do indeed distinguish between increases in 
aggregate production and increases in production per head, but they make 
the error of supposing that both kinds of increase involve an increase in 
the demand for money. Lehfeldt, for example, starting from the premise 
which is here being criticized that “the monetary demand for gold depends 
essentially on the rate of progress in production and wealth of the world 
at large,”’** argues that because wealth has grown faster than population, 
the demand for gold has grown faster too.” Because of the increasingly 
efficient use of substitutes for gold, he thought that the estimate of the 
increase in gold supply which was necessary for price stability under gold- 
standard conditions might be reduced to 2 per cent. But this consideration is 
ittelevant to the main issue. Growth in individual wealth means increased 


“ Restoration of the World’s Currencies, p. 135. Cf. Gold Prices and the Witwatersrand, 
n 3 


45. 


*Pp. 136-9, 
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June 
demand for money only if it is believed that price declines due to more is qu 
efficient production ought to be checked; and this view is implicit in the confi 
thought of most of those who have drawn practical conclusions from Cas. unde 
sel’s estimates. On no other hypothesis is it reasonable to suppose that curre 
increased production per head makes desirable a proportionately increased to su 
supply of money. even 

The conclusion which is here being supported is that such price declines gold 
are desirable and necessary. If we are to maintain general stability in the plies 
economic structure, we must recognize that the most important factor which con' 
will make an increase in the supply of money desirable is not increased pro- mig 
duction per head, but increased population.** If production per head is in. not, 
creased, an increase in the supply of money is desirable only to the extent to gol 
which it is true that people with high incomes tend to hold more money than of | 
people with low incomes. In some circumstances, the practical significance of cies 
this proviso may be quite negligible, and in any event the increase which is vol 


desirable is certain to be much less in proportion than the increase in total 


production. The same conclusion can be applied to gold under gold standard be 
conditions, and is in no way inconsistent with Cassel’s statistical analysis.” suf 
The question may be put in another way. Given a certain rate of increase de 
in gold supply, how must the demand alter to maintain stability of value? eff 
Evidently demand must alter at the same given rate. This can be brought pr 
about in two ways, either by population of the same size increasing its per my 
capita demand for gold or by an increased population maintaining the same " 
average demand as before. On the latter hypothesis, the rate of increase th 
of population necessary to ensure stability in the value of gold must be the wv 
same as the rate of increase in the supply of gold. It is probable under these ac 
circumstances that aggregate production will also increase, but the demand 
for gold would still increase in the appropriate way if average production o 
per head remained unaltered and therefore there was no real economic 
progress. This further strengthens the view that increases in production 0 
for the most part affect the demand for gold under gold standard condi- t 
tions only so far as they are dependent upon changes in population. f 
It should be noted that this criticism in no way affects the validity of 


Cassel’s and Lehfeldt’s practical conclusions about economizing in the use 
of gold. If population is growing, an embarrassing pressure on gold supply 


* Cf. F. A. Bradford, “Some Aspects of the Stable Money Question,” Quart. Jour. of 
Econ., Aug., 1929, pp. 668 


** It may be objected that there is no adequate reason for supposing that improvements 
in efficiency will normal] permitted by producers to issue in lower prices. The hypothesis 
of perfect competition i t of touch with the facts of real business organization; and 
producers are likely even long periods to resist successfully a downward price trend 
It is true that the effects nopoly and quasi-monopoly control require careful atten 
tion before theories of price-level stability can be translated into effective action. But 
precisely the same difficulty arises for those who accept the interpretation of stability which 
is here being attacked, and it does not therefore require further attention here. 
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is quite probable, even if we reject Cassel’s detailed argument as involving 
confusion in the interpretation of demand for gold and as likely to lead 
under certain circumstances to important errors in practical policy. The 
currency conservatives have tended to overlook this, seeming sometimes 
to suggest that an inadequate supply of money is impossible. The majority 
even of the currency conservatives now agree indeed that the return of 
gold coin into circulation would place a disastrous pressure on gold sup- 
plies which would cause a deflationary movement of prices; but there is no 
convincing reason for supposing that a disastrous pressure on gold supplies 
might not also arise from other causes. Cassel’s practical conclusion would 
not, however, be valid under all conditions. The economy in the use of 
gold for which he asks would be undesirable if the increase in the volume 
of production on which his plea was based was the result of greater effi- 
ciency in production, and not merely of increased population. If increased 
volume of trade is simply due to’ increased population, then either increased 
gold supply or economy in use of gold is desirable; otherwise there will 
be a deflationary fall of prices. If it is due to increased efficiency, the old 
supply of gold is still adequate; a downward movement of prices is not 
deflationary if there are real reductions in cost, real increases in productive 
eficiency. Deflation means a fall of prices which dampens or discourages 
productive activity; but if the price movement merely reflects a cost move- 
ment there is no such dampening effect. The burden of debt, even of heavy 
war debt, is not increased; for, although the payment of debts necessitates 
the transfer of a larger volume of goods, more goods are available from 
which the payment can be made. The modern deflationists do not always 
adequately distinguish between price movements of this kind and price 
movements which are really due to inadequate currency supplies. They 
make the same mistake as Cannan charged against the more fanatical oppo- 
nents of bimetallism, who, while prepared to admit that increased supplies 
of gold would raise prices, failed to see the possibility of a connection be- 
tween a fall in the price level and inadequate supplies of gold.”* A falling 
price level is certainly not invariably due to inadequate supplies of money, 
but under circumstances which are by no means inconceivable, it very well 
may be.?® 
There is much more to be said in favor of non-monetary explanations 
of the depression than currency reformers will usually admit, but those 
who adopt these explanations frequently go too far in denying, in effect, 
that variations in the supply of money are of any fundamental significance 
whatever. Nogaro, for example, minimizes the influence of variations in 


™ London Essays, p. 36. 

*A large part of the criticism of the quantity theory, e.g., by Bertrand Nogaro, Mod- 
ern Monetary Systems, part ii, ch. 2, seems to have been adequately met by Cannan in 
Money, 6th ed., pp. 64-71. 
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the supply of gold, by emphasizing the growing importance of bank de. 
posits. But if this argument is pressed, it becomes difficult to attach any 


significance to the gold standard. If variations in gold supply are so unim- 
portant, why worry about a gold standard at all? The truth is that so lon 
as paper money and bank deposits remain interchangeable, directly or 


indirectly, with gold, variations in the supply of gold and the demand for 
it are likely to have important general consequences, though they are not 
the only important causes of general price movements. 

Similarly, the argument here developed is not inconsistent with the view 
that some measure of credit expansion, designed to raise prices, is a wise 
policy in the midst of a depression. The general price policy here defended 
is a long-period policy, though the fact always needs emphasis that the 
chances of success for a short-term policy are closely dependent upon the 
wisdom of the long-term policy in the light of which day-to-day move- 
ments are determined. 

Though Cassel’s immediate practical conclusions about the necessity 
for economizing gold reserves if a single gold standard is to be maintained 
remain valid, the criticism of the foundations upon which his conclusions 
rest is far from being a mere academic exercise. It is scarcely an exaggera- 
tion to say that the view that ‘‘with steadily growing population and pro- 
ductive power, unless there is a corresponding growth in the supply of 
money, we cannot avoid deflation with its inevitable accompaniments of 
trade losses and unemployment,’’*° is the most dangerous of the fallacies 
which stand in the way of the adoption of an effective and successful credit 
policy. Cassel in effect takes this fallacy as his starting-point. If it is not 
rejected, we run serious risks of having inflicted upon us recurrent and 
unnecessary crises. It has been stated earlier that the conclusion to which 
this argument points is clearly the same as that which an increasing number 
of writers have recently been reaching by other routes, the conclusion that 
real stability is inconsistent with stability of any of the ordinary price- 
index numbers, but demands instead a price level which falls “pari passu 
with the increase of productivity per head.” If prices are kept steady when 
productive efficiency is increasing, profits are inflated in substantially the 
same way as when more easily recognizable forms of inflation occur. Mis- 
understandings here were in no small measure responsible for the boom and 
crash in the United States, and doubts as to the extent to which the funda- 
mental importance of the point is appreciated by currency reformers often 
justify a profound scepticism about the real worth of their proposals. Even 
Sir Arthur Salter is open to criticism on this point,** and Cassel’s view 
that “‘a currency system, in which a good index of wholesale prices would 
remain constant, would be such an immense improvement on the existing 


” McKenna, cit. supra. 
* Recovery, p. 76. 
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conditions that disputes about the hypothetical advantages of other methods 
of calculation could be simply ignored’’* is positively dangerous. Not only 
is a fall of prices which is the result of increased productive efficiency not 
a bad thing, but efforts to check such a fall will inevitably lead to dis- 
equilibrium and depression. Cassel’s and McKenna’s view that in a pro- 
gressive economy increases in production must be accompanied by parallel 
increases in the supply of means of payment must be rejected, because real 
stability means not a formal stability in the wholesale price-index number, 
but an index number which falls at the same rate as production per head 
increases. A fall in the price level due to inadequate supplies of the means 
of payment checks production, and steps should be taken to prevent such 
a fall. A fall in the price level due to increased efficiency in production is on 
the contrary to be welcomed and not resisted.** 

There has already been much controversy about the validity of this con- 
clusion;** and it cannot of course be maintained that it follows merely 
from a formal definition of demand for money. It is impossible here to 
explore adequately the whole of the field which is relevant to this dis- 
cussion. The central point may, however, be briefly restated. It is natural 
that in discussions of monetary instability much attention should have been 
paid to the effects of unstable prices upon the distribution of income; and 
everybody is now familiar with the injustice of uncovenanted transfers from 
rentier and wage-earner to entrepreneur, or vice versa. It is unfortunate, 
however, that the notice which these transfers have attracted has sometimes 
led to a neglect of the much more important effects of price instability upon 
the organization of production. Considerations of equity are always impor- 
tant, but, especially when different interpretations of equity are possible, 
they are by themselves an inadequate guide for policy. The fundamental 
fact which makes momentary stability important in a progressive economy 
is the effect of instability upon the distribution of the resources of pro- 
duction among the various industries and occupations among which the 
entrepreneur and the laborer must choose. In a progressive economy the 
average level of real income will rise, and if real incomes rise, there must 
be continuous changes in the relative importance of different industries in 
satisfying consumers’ demand. A poor community, for example, will apply 
nearly the whole of its resources to the production of food and other ele- 
mentary necessities. If it becomes wealthy, it will spend relatively less on 
food and relatively more on other things. But this will be impossible; and 
the hypothesis of increasing wealth, upon which the change in the relative 

© Theory of Social Economy, new ed., p. 511. 

* Cf. R. G. Hawtrey, “Money and Index Numbers,” The Art of Central Banking, p. 324. 

In so far as the fall of prices is due to diminished real costs or increased productivity in 
some industries, it has no restraining effect on enterprise.” 


_ “Cf. International Gold Problem, pp. 18-46; A Hansen, Economic Stabilization in an 
Unbalanced World, ch. 18; Warren and Pearson, Prices, ch. 9. 
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importance of the various kinds of expenditure is based, will be unrealiza- 
ble unless there is a steady diversion of capital and labor away from the 
older staple industries into the newer industries producing the goods and 
services which only a wealthy community can afford to buy. In a capitalist 
system the indicators which guide investors in thus diverting the resources 
of production are movements in relative prices and profits. In a progressive 
economy it then becomes a matter of the utmost importance that these indi- 
cations should be given as clearly and as unmistakably as possible. If it be- 
comes possible to produce more efficiently goods for which demand is rela- 
tively inelastic, the necessity at once arises to divert resources away from the 
more efficient industry into newer and relatively untried fields. Otherwise 
there will be relative overproduction, markets will be glutted, and the dis- 
locating effects will tend to be reflected in other industries as well. 

Any attempt in such circumstances to maintain a stable price level in the 
ordinary sense is to be condemned just because it is likely to conceal the 
necessity for such transfers. It is true that profits in other directions may be 
increasing more rapidly, but the profit which has the most immediate 
effect upon the man who is already engaged in a particular line of activity 
is the nominal profit which he gets in his own business. If this is main- 
tained for a time as a result of attempts at stabilizing the general level of 
prices, or if it declines only a little, he is encouraged to hang on, even 
though the changes in conditions of production make it imperative that 
he should transfer to some other field. The stubborn persistence in recent 
years of those engaged in primary production in all parts of the world in 
maintaining and, if possible, increasing their output in spite of falling 
prices, and the support which they have received both from governmental 
policy and from popular sentiment show clearly the very great practical 
importance of this point. Ultimately, of course, resistance to change must 
be overcome; but the stabilized price level encourages the producer to refuse 
to face the inevitable and only makes the dislocations which occur later 
more serious. In a progressive economy, any attempt to stabilize the whole- 
sale price-index number inevitably generates forces which must destroy 
stability. 

If we discuss the problem of stable price levels mainly in terms of equity, 
we are tempted to suppose that we have an effective and free choice between 
some at least of the ends which considerations of justice might suggest to 
us. In fact this is not so. If we decide to aim at stability of price level 
while per capita production is increasing, we shall be unable to realize 
our purpose except for quite short periods. Stability in a progressive econo- 
my is in any event difficult to achieve; but it is impossible if we deliberately 
check the downward movement of prices which would be the normal con- 
sequence of increased efficiency. “If the business man’s psychology jibs 
at swallowing the moderate price falls dictated by increasing productivity, 
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he renders himself more and not less liable to suffer the catastrophic price 
talls due to industrial dislocation and crisis.”* 

An important corollary follows from this argument that there are no ade- 
quate grounds for the widely accepted view that if the price levels of differ- 
ent groups of commodities fail to move more or less along parallel lines, a 
“disequilibrium,” a “price disparity” exists, which must be removed by 
somehow restoring the relations between the group price levels which existed 
before, and that until the price disparity has been removed, producers have 
a legitimate ground of grievance. If the relative fall of prices for any group 
of products is due to greater efficiency, there is no real price disparity and no 
ground for grievance. In fact, on the contrary, it should be a matter for 
surprise if the relations between the different group price levels did not 
alter from time to time, as it is in the highest degree improbable that im- 
provements in the efficiency of production would ever occur uniformly 
throughout the whole range of industry. Any effort to correct a price dis- 
parity which is the result of variations in the rate of change of efficiency 
of production, so far from restoring stability would in fact make chronic 
instability inevitable. 

ALLAN G. B. FISHER 
University of Otago, 
Dunedin, New Zealand. 


*D.H. Robertson, International Gold Problem, p. 45. 
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COMMUNISM AND COLLECTIVE DEMOCRACY 


Four schools of econ thought are contending in the present depression: individual. 
istic democracy from Adam Smit \lective democracy of the past thirty-five years; fascism 
from Pareto and Spann unism from Karl Marx, who predicted fascism as Preceding 
communism. The first quantitative interpretation of Marxian theory is Corey’s The Decline 
of American Capitalism.’ Discussion covers differences in quantitative interpretations drawn 
by him from the Census of Manufactures and by the present writer from the Statistics of 
Income of the Internal Rey Department; also rate of profit and margin for profit. 


From the many varieties of Karl Marx’s materialistic interpretation of 
history, I have worked out, during a period of forty years, especially through 
personal acquaintance and participation with communists and socialists in 
their activities in America, aided by observations of the revolutions in 
Russia, Italy and Germany, and acquaintance with exiles from those coun- 
tries, an interpretation which seems to me to conform to the remarkably 
accurate forecasts of Marx himself eighty years ago. Marx’s theory, based 
on his analysis of surplus value, should be named, not so much a “‘material- 
istic’’ interpretation of technology as a legal interpretation of private prop- 


creation of value measured by the man-hour, but his novelty was in devoting 
his attention to private property in those valuable materials which Ricardo 
had taken for granted as an equivalent corporeal property. Marx did not 
know of the post-war words “Fascism” and ‘‘Nazism,” but he used equiva- 
lent words, such as monopoly capitalism or state capitalism. Had he known 
these later words he would have made fascism his inevitable outcome of 
“materialistic” evolution, preceding his stage of communism. He wrote at 
a time, the decade of 1850, when the universal right freely to organize 
corporations was being completed in England and America. Instead of 
Ricardo’s natural persons, with unlimited responsibility, it is these artificial 
persons with limited liability and perpetual succession, later developing 
into more or less monopolistic holding companies that are the legal foun- 
dations of what ultimately becomes fascism or state capitalism. Although 
Marx, of course, did not foresee these legal details of capitalism, yet he 
predicted their broad outlines. The events of the recent three decades 
enable us to fill in his forecasts. 

Since the World War communists and socialists have generally agreed 
that Soviet Russia jumped over one of the stages in orthodox Marxism. 
According to the Marxian theory the incoming of large-scale mass produc: 
tion, with the reduction of all workers, including peasants, farmers, and 
lower clerical employees, to a proletariat of wage-earners and tenants re 
duced to poverty, should have been completed under capitalism itself. Thus 
capitalism was destroying its home market and had therefore to push inte 


* Lewis Corey, The Declir t American Capitalism, New York, Covici Friede, 1934, 
pp. viii, 622, $4. 
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foreign markets and to acquire colonies, dependencies, and the later known 
“spheres of influence” and “mandates.” To these may be added the owner- 
ship and operation of branches in foreign independent countries, estimated 
at 20 billion dollars for American corporations. 

This expansion requires armies and navies to force open the markets 
and protect the foreign investments. This is Marx’s “imperialism.” But 
since other capitalistic countries are advancing in this way, they come into 
conflict, with the resulting imperialistic wars. This ends the final stage of 
capitalism. These imperialistic wars compel the state to place military equip- 
ment in the hands of proletarians and tenants, who had been disarmed and 
reduced to poverty. Then these impressed workers shoot their officers from 
behind and take physical possession of the equipment previously constructed 
by capitalists. This is communism. Soviet Russia shows to modern com- 
munists how this would be done in the midst of a world war. But Soviet 
Russia, having jumped over the fascistic stage, is compelled, not only to 
introduce communism by transferring ownership of physical capital, but 
it is compelled also to construct the physical capital itself which should 
have been constructed by the preceding capitalism. 

Nicolai Lenin, whom I consider the true interpreter of Marx, showed 
in his State and Revolution, at the opening of the revolution of 1917, how 
this applied to an unfinished country, like Russia. Lewis Corey, the latest 
interpreter of Marx, has shown in his recent book, The Decline of American 
Capitalism, how this Marxian theory applies to all countries with a finished 
capitalism. Corey names six nations which he thinks have reached this 
imperialistic stage of state capitalism, otherwise fascism; namely, Italy, 
Germany, Japan, England, France, and America. 

Meanwhile, according to Marx and his followers, they must prepare for 
united action by communistic propaganda. This consists in obstructing all 
legislative movements and capturing or disrupting all collective movements 
of laborers and farmers, that would curb the incoming capitalistic domina- 
tion. I have myself, during forty years, seen and known personally these 
communists lining up with the big capitalists in opposition to or capture 
of organizations of laborers and farmers in their attempts at independent 
or legislative action. These movements they denounced as mere ‘‘panaceas”’ 
or as “collaboration with capitalists.” I see that they were strictly following 
Marx in helping along his inevitable fascism by disrupting those who 
resisted it or would regulate it. 

On the other hand it has been 2 simple matter for liberals to pass over 
from the individualistic democracy of equality and liberty that descended 
from Adam Smith and culminated in the Austrian subjective school at the 
end of the century, to the modern school of fascism. The pioneer in this 
direction was Pareto whose first work had placed him at the head of the 
school of the individualistic mathematical economics, but who afterwards 
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renounced that individualism as “molecular” economics which neglected 
the field of politics and the resulting ‘“demagogic plutocracy” that was 
coming into power.? Mussolini acknowledged Pareto as the economic 
founder of fascism, and took over his ideas of a dictatorship that should 
control capitalism in the interests of employees and farmers. 

In practice, however, Pareto’s academic theory develops into state control 
through military dictatorship, by the big financial, industrial and agricul. 
tural capitalists, both under Mussolini in Italy and Hitler in Germany. 
This is undoubtedly Karl Marx’s forecast. 

The school of thought similar to Pareto’s develops in America on the 
doctrine of mass production of the power age, the doctrines of high wages, 
shorter hours, lower prices and more liberty. But the liberty, under this 
scheme of mass production, is not that of the natural person of Adam Smith 
and the individualistic democracy of the nineteenth century. It is the liberty 
of the artificial persons, the corporations which, with limited liability, alone 
can adopt mass production, whether in industry, transportation, agriculture 
or merchandising. It it these corporations, with their low costs of production 
and their huge economic power, which, agreeing with the Marxian forecast, 
are eliminating their small competitors and reducing them to wage and 
salary earners and tenants. This new capitalism justifies itself by its doctrines 
of mass production, high wages, short hours, steady employment, and 
welfare of the workers, which Pareto characterized as ‘“‘demagogic plutoc- 
racy.’ It was such, because, during the “New Era” of prosperity, these were 
its practices and promises, but changed during the ensuing depression to 
lower wages, discharge of welfare departments and suppression of inde- 
pendent labor organizations. 

When the “‘New Deal’ comes in, which I name “collective democracy,” 
contrasted with Adam Smith’s “individualistic democracy,” then the 
Marxian school can rightly assert that these collective efforts merely redound 
to the benefit of the monopolistic capitalists, because the doctrine of “equal- 
ity,” under the judicial interpretation of the American Constitution, makes 
no effective distinction between the natural persons of Adam Smith and the 
artificial persons of the past eighty years. The rights and liberties of natural 
persons, with unlimited liability, become the rights and duties of artificial 
persons with limited liability. But this school of Marxian economists fails, 
according to my interpretation, to realize that this incoming of Marx's 
monopolistic, or fascistic, capitalism, must historically precede the incoming 
of his communism. Their attacks against collective democracy arte simply 
their traditional communistic lining up, during the past forty years, with 
the monopolistic or fascistic capitalists. 


7V. Pareto, Manuel d'Economie Politique (1909): Traité de Sociologie Génirale 
(1919). 
*Stolberg and Vinton, The Economic Consequences of the New Deal, 1935. 
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With the foregoing Marxian sequence in mind we can classify and locate 
historically four economic theories, now contending in the present depres- 
sion: (1) the school of individualistic democracy from Adam Smith, based 
on equality and liberty of natural persons and leading to the French 
Revolution and to modern psychological and mathematical economics; (2) 
the theory of collective democracy, first set forth by Lindeman in 1924* 
and more recently by Henry A. Wallace, Secretary of Agriculture, in his 
New Frontiers, and by myself in my Institutional Economics. Wallace and 
Lindeman derive their collective democracy from experience with American 
farmers, and I derive mine from American labor unions. (3) The fascistic 
theory of Pareto in Italy and Spann in Austria,° followed by the political 
experts Mussolini, Hitler, and Huey Long; (4) all of these theories find 
their places historically in the trend towards the Marxian world-wide fas- 
cistic dictatorships, to be followed by proletarian dictatorships. 


The dissenting focus of these four schools of economists is the place of 
profit in the economic system. Corey, mentioned above, is the first Marxian 
economist to reduce the Marxian theory to quantitative terms. He takes the 
American scene because here capitalism is most “highly developed” and 
‘offers the fullest confirmation of the analysis Karl Marx made of capital- 
istic production.’” Besides, the ‘“‘American statistical material is the most 
abundant in the world,” thus fitting it ‘‘to a quantitative as well as quali- 
tative demonstration of the Marxist conception of the fundamental aspects 
of capitalism.””® 

But I find that there are two sources of American statistics, the Census of 
Manufactures on which Corey draws, and the Treasury Department's S¢a- 
tistics of Income of Manufacturing Corporations on which I draw. The 
census figures exclude gross incomes less than $5,000, about 20 per cent 
of manufactures; the Statistics of Income of Mannufacturing Corporations 
excludes individuals who produce about 10 per cent of the manufacturing 
output of the country. 

I find, in general, that the criticisms made by the collective democracy 
school against capitalistic exploitation are statistically more extensive and 
drastic than is Corey’s quantitative rendering of Marxism. The reasons are 
rather simple. Marx and Corey classify all investors, small business men 
and farmers, to whom Corey adds the upper salaried officials of corpora- 
tions, as capitalists, leaving only manual wage earners and clerks to be 
exploited. Marx gave the name “skullduggery” to the exploitation of small 
capitalists, including farmers. But if it is a capitalistic system that does the 
exploiting, as they contend, rather than individual capitalists, and if indi- 


*E. C. Lindeman, Social Discovery; An Approach to the Study of Functional Groups 
(1924). 


 Othmar Spann, History of Economics (tr. from the 19th German ed., 1930). 
Corey, op. cit., 113n. 
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viduals disappear as aliquot parts of a social-labor-power or a social-capital- 
power, then skullduggery is the same as exploitation. Only the sequence, 
methods and victims are different. The collective democracy of farmers. 
laborers, small business men, professional men, teachers, and so on, which 
he calls “Niraism,” is the protest of these organized classes against the 
domination of government by the big capitalists and financiers. Corey's 
basic criticism of these in general is in their attempt to bring about a 
“balance’’ of all classes in the national economy where each shall have its 
proper share. But, he contends, this balancing is impossible as long as they 
permit private property and profit to have a share in their system of bal- 
ancing. Every attempt of small proprietors to join with laborers collectively 
to restrain monopoly capitalism ends, on the false doctrine of equality, in te. 
dounding to the big capitalists and their fascism, nazism, or state capitalism. 

There are also — ms, which Corey Seizes upon, that a failure of the 
present collective democracy movements in America may end in fascism 
and imperialistic wars. For collective democracy attempts to solve, at one 
and the same time, all of the many and complex problems of skullduggery 
and exploitation, whether of laborers, farmers, investors, speculators, prof- 
iteers, salaried officials, and others, with their many details and nation-wide 
complexity. The problem is more difficult than the simplicity of Marx- 
Corey. But it is more urgent. Corey looks with indifference on the plight 
of farmers, business men and professional men. They are only capitalists 
anyhow, driving on to the ultimate fascism. 

But the collective democracies that are springing up in recent years are 
composed of individuals seeking to realize what they can from life as they 
go along. They cannot wait for the historical interpretation of history. 
They must have something ow. For the first time in history unemployment 
and mortgage foreclosures become a real problem of government, because 
they, with universal suffrage, lead to resistance and pressure collectively by 
individuals who have earned rights of association. The banks, the stock 
exchanges, the credit system, the monetary system, price stabilization, taxa- 


tion, become strategic points of their assaults. Corey treats these as side 
issues and illusory. But they are not illusory. Their participants are indiv- 
uals who have g per d in hundreds of collective movements with loud 


concerted voices. I find that this is the difference between the communistic 
choice of statistics in America, leading to a long-time remote communism, 
and the collective democracy choice of statistics by the many conflicting 
interests demanding something in a short time, immediately, now. 

For example, Corey, deriving his figures mainly from the Census of 
Manufac tures, constructs ewe qué antitative concepts of capital (pp. 83, 123). 
One may be named physical « apital, the other institutional capital. Corey's 
physical capital, follo ywing Marx, is composed of “variable capital” and 

“constant capital.”” By “variable capital” is meant the mass of labor power 
purchased, taking, for example, the year 1923, by 11 billion dollars in 
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wages. His “constant capital” in manufactures (raw materials, 13.2 billion 
dollars and depreciation of fixed capital, 1.4 billion dollars) amounted in 
that year to 14.6 billion dollars; total physical capital amounted to 25.6 
billion dollars. His “value output’’ of manufactures, for that year, was 
39 billion dollars. Hence his “surplus value,” or “exploitation” of unpaid 
labor, was 13.4 billion (39 billion less 25.6 billion). 

But his other concept, taken from the Statistics of Income, which he 
names “‘total capital’’ and which we name “institutional” capital, since it 
is composed of common and preferred stock, surplus and undivided profits, 
was 34.5 billion dollars for the same year. The value discrepancy of 8.9 
billion dollars between the two concepts of capital is a 34 per cent excess 
of institutional capital above the physical capital. 

He does not make use of this “‘total’”’ or “institutional” capital in working 
out statistically the Marxian materialistic interpretation. Yet the physical 
and institutional are two concepts of Time. The first is the basis of com- 
munism, the second of institutionalism. The Marx-Corey physical capital 
isan accumulation of past labor measured by Marx in terms of man-hours 
but measured mistakenly by Corey in terms of dollars. Even his “raw ma- 
terials’” are past labor in the extractive industries, and appearing only as 
raw materials purchased by manufacturers, to which the additional Marxian 
‘value of output” is the Census “value added by manufactures.” His ‘‘de- 
preciation” is that part of past labor embodied in fixed capital which is 
transferred to the output during the year. The physical concept of capital is 
a net accrual of labor-power added in the past to nature’s resources. 

On the other hand, Corey’s “total capital’’ of common and preferred 
stock and surplus is an anticipation, a forecast, a capitalization, in short the 
institutional of proprietary concept of capital, looking for its present value 
to the future operation of all forces expected to yield a net income of profit. 
Corey makes no use of this capitalization concept of capital. It is surplusage 
in the Marxian theory and a useless curiosity in Corey’s. 

The Marxian concept, indeed, is needed to calculate the increased e ffi- 
ciency of industry, properly measured by Marx’s man-hours instead of 
Corey's dollars, while the institutional concept measures the present value 
of expected net income under all the conditions of expected efficiency or 
scarcity. Here belongs the institutional measurement by dollars. The two 
do not move together and are not correlated except that they are combined 
in expectations of the future. They have two units of measurement, the 
man-hour and the dollar, used for two different social relations, the tech- 
nological relation of creating output in the factories and the proprietary 
relation of acquiring net income from the markets. It is in the proprietary 
relations of the market that Marx’s skullduggery, or rather exploitation of 
all buyers and sellers takes place, but it is in the relations inside the factory 
that his exploitation of labor takes place. 

In the soviet system, as we know, there is no “total capital,” that is, no 
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institutional capital based on common and preferred stocks, establishment 
surplus, undivided profits, or debts. That kind of capital and all individuals 
benefiting from it, through profits, interest, rents, officers’ salaries, stock 
speculation, debt payments, etc., are eliminated. Individual laborers are 
also eliminated, as well as all combinations, whether of capitalists or |). 
borers. The result is that no individual establishment and no individual 
laborer can be considered as a unit, buying and selling on his own account. 
Only the nation as a whole is the Marxian individual, and each actual 
individual and actual establishment disappears as such and reappears only 
as a number of aliquot parts of a national whole. This is the method of the 
Census of Manufactures on which Corey relies. 

Its marked advantage is that it takes the “social” point of view and 
therefore avoids all duplications and all individuals. For example, in the 
computation of “materials” Corey (p. 83) follows the census which com- 
putes only the “value added by manufactures” and includes under ma- 
terials only “raw materials’ purchased by the whole manufacturing in- 
dustry of the country from the “‘extractive’’ industries as a whole. In 1923 
raw materials were 13.2 billion, wages 11 billion, depreciation 1.4 billion 
—total 25.6 billion; to which, without duplication, is added the 13.4 billion 
“surplus value” which, in the census, is the net “value added” to raw 
materials by the entire manufacturing industry of the nation as a whole, 
making the total net ‘‘value output” of all the manufacturing industries 
as a whole, 39 billion dollars. 

This is certainly a correct methodology from the census or national 
standpoint, but not from the Marxian or man-hour standpoint, since the 
census measures in dollars all the manufacturing industries as a single 
unit, and therefore avoids duplication of materials and outputs in order 
to avoid exaggeration of the part played by manufactures in the production 
of the national wealth 

But the different source of government statistics is one in which it is 
not attempted to estimate the national wealth by avoiding duplication, but 
in which it is attempted to assemble the totals of all classified accounts 
of each manufacturing establishment regardless of duplication. Here each 
corporation is its own unit. This source is the Statistics of Income of the 
Bureau of Internal Revenue of the Treasury Department. Here the units 
are each an individual corporation, and the totals are not mergers avoiding 
duplication but are repetitions of the several classified items in all the in- 
dividual establishment accounts. The object is to ascertain the net income 
of each corporation as a unit, that is the net profit, and not the total wealth 
of the nation. It yields a summation of assets and liabilities, not wealth. 

In such a statistical summary, “materials,” for example, do not appeat 
only as “raw materials’’ purchased by the manufacturing industry as 4 
whole; they appear as the sums paid or liabilities incurred for all materials. 
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manufactured and raw, by each establishment to the preceding manufactur- 
ing or other establishments in the total process from raw material to sales 
output. The “value added by manufactures” disappears from the compila- 
tion, and, in its place, is the sum of all prices paid by all establishments 
for all materials purchased, whether raw or partly manufactured. Thus, 
in 1923, from the Statistics of Income® the total operating costs (deduct- 
ing interest and taxes from “statutory deductions”) were 51.3 billions. 
Wages, that year, as stated by the census (Corey, p. 83) were 11 billions. 
Deducting this from operating costs the cost of materials was approximately 
40.3 billion dollars,* to be compared with the census cost of raw materials, 
13.2 billion dollars. If these computations are approximately correct, then 
the total of all costs of materials paid by all establishments, each considered 
as a separate corporation buyer (40.3 billion), was three times as much as 
the “value added” by the manufacturing industries as a whole (13.4 
billion, surplus value, value added by manufactures). 

In the same year, 1923, the total of gross sales, or value income, equiva- 
lent properly to a sum of value outputs of all manufacturing corporations 
taken separately at going prices, was 53.8 billion dollars compared with 
the Marx-Corey value-output of 39 billion dollars. The difference in the 
two meanings of value output, 14.9 billions, is the difference between 
counting the manufacturing industry as a whole, without duplications, and 
counting the individual establishments separately and adding the results 
for a total. The latter method includes prices and output on the markets; 
the former omits prices and includes only production in the factories. 

Thus in the two concepts of capital, for the year 1923 in manufacturing, 
the cost of materials in the physical concept is 13.2 billion dollars and in the 
institutional concept it is 40.3 billion dollars. While at the other end of the 
process the value output of physical capital is 39 billion dollars but the 
sales income of the institutional concept was 53.8 billion dollars. Yet even 
this is a misinterpretation of Marx, for his physical costs and physical value 
output are measurable only in man-hours, instead of Corey’s census dollars. 

It is within the institutional total that space must be found for taxes, 
interest, profits, rent and all participants other than Corey’s laborers (vari- 
able capital). For it is the field of repeated transfers of ownership and 
therefore the field where Marx’s skullduggery operates. Buying and selling 
are wholly omitted from the Marx-Corey computation. Even “hiring” and 
“firing” are omitted, which determine money wages. Theirs is only a labor 
process of handing materials on to the next producer. The prices at which 
they are valued are omitted because man-hours are used instead of money 
prices. Here is where prices, wages, and debts are made and where insti- 
tutional economics has its foundation. In the Statistics of Income this is 


_Commons, Institutional Economics, p. 563. 
Cost of materials is not given as a separate item in the Statistics of Income. 
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the field of “operation” or more properly the field of marketing, pricin 
and indebtedness. Apparently this institutional field (53.8 billion dollars) 
offers several times as much opportunity for exploitation as that contem. 


plated by Marx and Corey inside the factories (39 billion dollars), whic IiE twet 
is the field of production and technology. But they are two different field; fm man 
which Marx distinguished by using man-hours instead of money for thefm™ ing 
one where he considered his exploitation of labor takes place. Cor 

The omission of the institutional field undoubtedly fits their contention IM capi 
If all property were reduced to one common ownership, as in Soviet Russia, MMM billi 
then of course this buying of the same materials in manufactured form MM ‘va 
would disappear, and with it would disappear all of the prices of all com. MM lab 
modities and all institutional capital of common and preferred stocks MM opp 
undivided surplus and debts built upon the money-price system. In other fi bill 
words, both kinds of exploitation by both kinds of capital would disappear HM out 
when rationing takes the place of buying and selling. I 

I am not here considering the validity of the communist scheme, nor MM cs 
whether the New Deal is making mistakes in introducing a scheme of Mm 7.2 
collective democracy. The latter scheme starts with the institutional factors Hi wit 
of money, prices, wages, bargaining, indebtedness and the assets and lis- are 
bilities of individuals and corporations. Materials come, not at their man- bil 
hour cost of production, but as assets and liabilities at their changing mar J do! 
ket prices. Corey misinterprets Marx when he substitutes dollars for man- i out 
hours. The communist scheme starts with technological factors of pro Hy pu 
duction and with efficiency, measured by man-hours. I am only considering HH of 
that, upon either scheme, during the past fifteen years the official statistics i cet 
in America furnish quantitative material which, properly selected and Co 
avoiding the substitution of dollars for man-hours, may support that theory. Hi or 


The collective democracy theory differs in that it does not omit any of the 
classes participating in the national economy but endeavors to obtain 1 
better balance among them, by reducing their measurement to dollars. The 
communistic theory starts by eliminating all classes except wage-earnets, but 
even so considers them as social man-hours instead of individual or col 
lective bargainers. The fact that these other classes, such as investors, farm- 
ers, small capitalists, lower salary workers, exist and can organize as bar- 
gainers, even better sometimes than wage-earners, is a very practical pro: 
test against eliminating them from the statistics as well as eliminating 
them from a theory of value, like the labor theory, which frames its def 
nitions so that they will be eliminated from the statistics. 

The other critical years, 1929 and 1931, which I select for comparison 
of the two theories, show similar statistical results. In the year 1929, from 
the Statistics of Income the total operating costs were 65.8 billions. De 
ducting wages (11.6 billions) the costs of materials were approximately 
54.2 billions, or 3.5 times Corey’s census cost of raw materials (154 
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billions). On the output side the figures are 47.1 billion dollars for ‘‘value 
output” (Corey, p. 83) and 69.2 billion dollars gross sales (Commons, 

p. 563), a difference of 22.1 billion dollars, due to the difference be- 
en merging manufactures as a whole into a single unit and treating 
manufactures as a series of about 96,000 individual corporations, each sell- 
ing to other manufacturers and to customers generally. In that year also 
Corey's variable capital was wages of 11.6 billion dollars; his “constant 
capital” was 17.7 billions (raw materials 15.4 billion, depreciation 2 
billion). Total physical capital amounted to 29 billion dollars. Since his 
‘value output” is 47 billion dollars, his surplus value, or exploitation of 
labor, is 18 billion dollars (47 billion less 29 billion dollars). Here the 
opportunity for market exploitation is limited by the gross sales (69 
billion), while the opportunity for factory exploitation is limited by value 
output (47 billion dollars). 

In the year 1931, from the Statistics of Income, the total operating 
costs were 43.3 billion dollars. Deducting the “variable capital’’ (wages 
7.2 billion) the costs of all materials were 36.1 billion dollars as compared 
with Corey’s census cost of raw material (8.4 billion dollars). To the latter 
are added depreciation, 2.1 billions, making the “constant capital’”’ 10.5 
billion, and the total physical capital (constant and variable) 17.7 billion 
dollars. But the institutional, or “‘total” capital was 48.5 billion. On the 
output side, for 1931, the figures are 27.9 billion for Corey’s “value out- 
put’; but for gross sales as ‘‘value income’’ they are 41.9 billion, a difference 
of 14 billion due to the difference between the merger method of the 
census and the establishment method of the income-tax authorities. Since 
Corey's “value output”’ for 1931 is 27.9 billion dollars, his “surplus value,” 
or exploitation of labor, is 10.2 billions (27.9 less 17.7 billion). Here the 
opportunity for market exploitation is limited by gross sales, 41.9 billion 
dollars, while the opportunity for factory exploitation is limited by value- 
output, 27.9 billion dollars. 

The question arises: Is a capitalist system like that of America to be 
investigated on a theory and with statistics which obliterate, by merging, 
all establishments into a single national productive unit, or on a theory 
and statistics which retain the individual establishments? Analyzed to its 
ultimate terms, the difference is between the total Wealth of a nation 
and the total Assets and Liabilities of all establishments. 

The question then arises, is the capitalistic system based on the accumu- 
lation of past physical capital created by labor, with its “surplus value” 
Medi from 126 to 155 per cent of wages paid out, or is it based on an- 

iicipations of future net incomes created by speculations and forecasts of 


| the future? Corey’s speculations of the future give an intangible capital of 


common and preferred stock and undivided profits or surplus, to which I 
would add the credits and debits of the borrowing and lending system. 
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I would make the difference between the physical ‘‘capital” of past accumu. 
lations and the intangible “capitalizations” of the future much larger 
than the differences between his ‘‘capital” and his “total capital” (capitaliza- 


tion). In the first place, the capitalist system, consciously or unconsciously, 
exploits investors probably to as great an exent as it exploits laborers. In the 
second place, it exploits farmers even more than it exploits laborers or 
investors. Corey treats these investors and farmers as capitalists, and so 
eliminates them from exploitation, reserving his surplus value only to the 
excess of “‘value output” over their ‘variable capital” (wages). Corey also 
eliminates upper salary earners as belonging to the capitalist class. The 
communist theory, presented statistically by Corey, resolves itself into a so- 
cial philosophy which looks on wage-earners alone as productive and proper- 
ty-owners as unproductive. This probably arose from Marx and Corey's 


observation that investors were passive and farmers were inefficient, as 
compared with the great combinations of physical capital and mass produc. 
tion to which we look for inventions and efficiency. The inefficient and 


passive participants should be eliminated. 

This theoretical elimination of investors, farmers, small capitalists, and 
lower salary earners is the sure indication that the Marx-Corey theory and 
statistics inevitably drive to fascism instead of communism or socialism. 
Investors, farmers, small capitalists and salary workers in Italy and Ger- 
many have shown that they can organize for fighting purposes far better 
than wage earners, and the same is undoubtedly true in America. The 
problem of collective democracy, instead of drifting into dictatorial fascism 
or communism, requires that all of these conflicting organized classes shall 
have a voice in the economic and political adjustment. This makes the prob- 
lem far more difficult than a seemingly simple one that can be solved quickly 
by a capitalist or communist dictatorship based on violence and revolution 


that wipes out the other classes. 

Almost every transaction has an element of risk. It creates a debt which 
must be paid in a short time or long time. The profit-taker has previously 
become a debtor to all other classes—to laborers for wages, to farmers, min- 
ers, manufacturers, railroads, for materials and services; to investors for 
capital; to the government for taxes, and so on. His profits are the ex- 


pected margin between all his outgoing liabilities and his expected gros 
sales as his incoming assets. These expectations of margins for profit are 
capitalized in the changing present as common and preferred stock and 
undivided surplus. These items Corey omits, under his term “total capital,” 
from his calculations of surplus value. Yet he computes a rate of prottt, 
on total capital, of 9.2 per cent in 1923, 7.5 per cent in 1929 and a minus 
in 1931. In this case he departs from his physical base and takes the highly 


fluctuating values of common and preferred stock, as his bases. This 's 
superfluous. It is the margin for profit more than the rate of profit on 


19 
wl 
Sa 
m 
In 
av 
in 
$0 
by 
W 
by 
1St 
to 

ul 

| 
0 
st 
h 
th 
th 
g 
a 
it 
\ 
t 


1935 | Communism and Collective Democracy 223 


which capitalism rests, The margin for profit is the gross income from 
sales minus the gross outgo for all other factors in production. It is the 
margin of changing assets and liabilities. I calculate, from the Statistics of 
Income, for the same years as above in manufacturing corporations, an 
average margin for profit 1.9 per cent of gross sales in 1923, 3 per cent 
in 1929 and a loss of 5.9 per cent in 1931.° 

If the profit system is to continue, then its statistical calculation is not 
so much the rate of profit whose base is the highly fluctuating stocks and 
bonds, nor is its base Corey’s accumulation of physical capital in the past, 
which changes in value with changes in prices. It is the margin for expected 
profit, which, in turn, capitalized in the present, gives value to stocks and 
bonds. Risk, initiative, expected profit, are the dynamic factors in a capital- 
ist civilization, and in a collective democracy one of the problems is to give 
to profit its due place but to restrain its excesses without destroying its 
initiative. This must be done from day to day, year by year, without giving 
up discouraged because fascism or communism is inevitable anyhow. 

Many other complex problems arise from a collective democracy. Some 
of them Corey disregards, such as the problem of monetary and credit 
stabilization, because money plays no part in communism. Other solutions 
he attacks, often with arguments which should carefully be considered. 
A basic proposition with him is that capitalist production has already prac- 
tically reached its limit owing to private ownership of resources throughout 
the world. Technical progress cannot proceed further, he says, and it is 
this obstruction that marks the “‘decline” of capitalism.’° The decline be- 
gan about 1890 in America. 

To those who persistently reply that there are millions of unfilled wants, 
and if people would all go to work and work longer and harder—the 
fascistic solution—then all these wants would be satisfied, he answers that 
it is not their unwillingness to work, but their inability to get ownership 
or access to natural resources which are withheld from use by the present 
owners for the sake of profit, rent and interest. To this we agree, but 
the method of collective democracy is to take up these and other obstacles 
piecemeal and experimentally. To do so requires us to make, as Corey 
does not, a complete analysis of profit, rent, interest, wages and materials, 
and a more perfect relation of institutions to technology. This is the more 
difficult practical economic problem of balancing interests that are con- 
flicting instead of wiping out all other interests by the one that gets military 
control of the state. 


JOHN R. COMMONS 
University of Wisconsin 


‘Commons, Institutional Economics, p. 526ff. 
Corey, p. 2234. 
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THE ALLOCATION OF JOINT COSTS IN MULTIPLE-PURPOsF 
HYDRO-ELECTRIC PROJECTS 


Public development of the water resources of drainage basins for flood control, naviga- 
tion, electric power and other useful purposes raises the question as to how the joint costs 
are to be allocated among the several complementary utilities. The non-vendible character 
of certain utilities renders allocation by reference to a free market impossible. The intangible 
nature of certain benefits, the generality of their incidence and the probability that their 
relative values may chang siderably over the life of the project make it difficult to 
allocate joint costs on the assessment principle. No objective formula is possible; joint 
costs must be allocated by reference to social policy. The logic of the situation Supports a 
policy of charging all, or at least a large part, of the joint costs to the general Public 
revenue in the same way a ner social services. Electric power produced by such projects 
tends to be priced on a by-product basis. Existing private electric companies, which derive 
their sole support from the sale of electricity, cannot meet this competition. 


The federal government is now either actively engaged in, or is con- 


water supply, electric power, irrigation, sanitation, public recreation and 
conservation of natural resources. In these complex, or multiple-purpose, 
undertakings hydro-electric power generally plays a conspicuous, although 
variable, part. If the volume of water and the amount of fall are great, as 
in the case of the Tennessee and Columbia rivers, and if no other more 
important use of the available water exists, then hydro-electric power may 
be the predominant feature of the project. On the other hand, if the physical 
conditions are unpropitious for power development, or if some other con- 
flicting use, such as irrigation or flood control, is deemed of greater social 
significance, then hydro-electric power may be only a minor consideration. 
In either case, however, the problem arises as to how the joint costs of the 
entire undertaking should be allocated to the various purposes involved. 
The price at which hydro-electric power produced by such projects is to be 
sold will depend upon the way in which these joint costs are allocated. 
Although the movement for national development of water resources by 
means of multiple-purpose projects is as yet barely started, a violent con- 
troversy has grown up among conflicting interests with respect to this 
question. Because of the importance of the issue to the various interests 


* Much of the controversy centers upon the Muscle Shoals plant of the Tennessee Valley 
Authority. On Sept. 14, 1933, the TVA, in announcing its rate policy, said, “The power 
project is designed to be strictly self-supporting and self-liquidating” (mews release). On 
Sept. 15, 1933, it said, “Muscle Shoals shall be entirely self-supporting and ‘bankable,’ in 
other words, a business enterprise.” In the same news release, under the heading ot 
property value, it made the following statement: “Obviously there has not been time to make 
a determination of the ‘present value’ of the property at Muscle Shoals, as required by 
Congress, or to allocate that value, as the law requires, between navigation, flood control, 
fertilizer, national defensé | power. An estimated property figure for the hydro-electric 
property has been used. Since this is a business enterprise we have set up as a basic figure the 
amount which a business man would be willing to put into a plant at Muscle Shoals, based 
in part on the cost of similar construction work in recent times. To this figure we have added 


25 per cent, to be conservative, since the higher the capital figure, the greater the fixed es 
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concerned, it appears certain that as more of these projects are brought to 
completion and placed in operation, the range and intensity of the con- 
troversy will increase. The ultimate fate of numerous projects now being 
contemplated,* the administrative and financial policy with respect to those 
now under construction, the welfare of millions of people and thousands 
of local communities, and the future status of the established electric power 
industry will be conditioned by the decision as to how these joint costs are 
to be allocated. The question, therefore, appears to be worthy of the most 
serious consideration. The present discussion is to be viewed as an explorative 
venture rather than an attempt to formulate a definitive procedure. 

The importance of the subject is recognized by the National Resources 
Board in its report to the President on December 1, 1934. Referring to the 
advantages of multiple-purpose development, the Board says: 


It has been the custom generally to approach a water factor as presenting only 
the one specific problem of control or use; for instance, elimination of a flood 
hazard, or navigation, or irrigation, or power. Study of many situations indicates, 
however, that frequently the combination of factors is such that achievement of 
some particular objective may be promoted by combining other objectives with it. 
Usually a project is conceived because of some one hazard or of some one desired 
use; but if a large view is taken it becomes apparent that other uses are potential 
and should be included in the project, in order, on the one hand, to secure the 
greatest total benefit from the natural resource, and, on the other hand, to make 
the cost of each component benefit less than it would otherwise be (Report, p. 
263). 

Again, in discussing the problem of cost allocation in relation to partic- 
ular benefits, the Board says: 


Arrangements and manipulations (of natural resources) involve costs of vari- 
ous kinds. Benefits may accrue to particular individuals in a measure greater than 
that in which they accrue to other members of a group. Likewise costs may fall 


penses.” Later, Dr. A. E. Morgan, chairman of TVA, in his testimony before the House 
Committee on Appropriations, indicated that the value as tentatively determined was 
$20,000,000. Mr. David E. Lilienthal, director of TVA, in discussing this subject before a 
round table conference of the American Economic Association at Chicago, Dec. 26, 1934, 
stated that the problem of joint cost allocation was being given serious attention but that 
no final decision had been reached. In its first annual report to Congress, Dec. 22, 1934, TVA 
stated that a final allocation had not yet been made (p. 33). The failure of TVA to reach a 
final decision on this matter is indicative of uncertainty as to methods and principles. Private 
power interests have taken advantage of this situation in their criticism of TVA. For ex- 
ample, see the address of Mr. Wendell L. Willke, president of the Commonwealth and 
Southern Corporation, before the American Statistical Association, New York, Sept., 1934. 
For a similar criticism, note the address of Mr. W. L. Abbott of the Commonwealth Edison 
Company at Chicago, Jan. 31, 1935, as reported in the Chicago Tribune of Feb. 1, 1935. 
*The National Resources Board indicates that one of the chief obstacles to a comprehen- 
sive public works program is the reluctance of local communities to assume their proper 
snare of the costs (Report, 1934, p. 267). The Mississippi Valley Committee of the Public 
Works Administration insists on this same point even more strongly (Report, 1934, pp. 27 
and 28). A similar view is expressed by the President's Interdepartmental Committee in 
Development of the Rivers of the United States, House Doc. 395, 73d Cong., 2d sess., pp. 
, 13 and 23, June 4, 1934, 
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on particular individuals in a degree greater than they fall on others of the group 
Adjustments of benefits and costs, both total benefits in respect to total costs, and 
individual benefits in respect to individual contributions, is an important aspect 
of the problem of development of water resources. Many benefits, and perhaps 
many costs, are intangible. While it is good policy to have regard first for the 
relation of tangible benefits and costs, it is of importance to recognize and develo 
a technique for discovering and appraising intangible benefits and costs, and to 
give them proper consideration. Codrdination of benefit and contribution to cost 
cannot be equitable until intangibles are recognized and evaluated (page 265). 


While the Board is cognizant of the problem and the difficulties involved, 
it is not prepared as yet to formulate any specific principles of procedure or 
to suggest any rigid formula for allocating joint costs. It leaves the question 
open by recommending further study and, particularly, the investigation 
of new costing technique appropriate for collective as opposed to private 
enterprise. In its own words: 

This involves studies in social as well as in private accounting. . . . It is also 
highly desirable to investigate the need of revision of conventional costing tech- 
nique ; to discover a technique peculiarly suitable to collective undertakings which 
attaches major weight to basic elements of cost such as labor and materials, and less 
weight to costs arising out of individual privileges and rights, which makes new 
evaluations of the elements of cost when there is employed creatively labor which 
otherwise might have to be provided subsistence when idle (p. 267). 


The National Resources Board also recognizes the ultimate possibilities of 
the multiple-purpose type of project as they relate to hydro-electric power. 
It says, ‘“Thus a multiple-purpose project may be practicable where a single- 
purpose project would be utterly impracticable.”* Again, “The combining 
of power-generating facilities, where technically practicable, with any type of 
dam (whether built for flood control, low water control, navigation or 
recreational purposes ) may make economically feasible many a project which 
otherwise might not be so.’’* It is frankly recognized that electricity, in these 
multiple-purpose projects, may be a by-product: 

The capital cost properly attributable to the generating unit is, not the cost of the 


whole undertaking, but merely the extra costs of installing generators and trans- 


mission lines. Then a power project which would have been unprofitable, consid- 
ered purely on a commercial basis, may earn a satisfactory return upon the cost 
allocated to the generating unit.® . . . In some cases its (the government's) plans 
for flood control, or other uses of water, would enable it to provide hydro- 


electric power as a by-product at slight direct cost.* 


This last quotation is descriptive of an extreme case in which all the joint 
costs are allocated to some other benefit, such as flood control; and electric 


. 325. 

39. 

. 40. See also Mississippi Valley Committee Report, p. 45; Development of the Rivers 
of the United States, p. 52; and First Annual Report of TVA, pp. 2 and 4. In the latter 
report electric power is referred to repeatedly as “‘surplus’’ power. 
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power is charged only with the separable costs, such as power house, gen- 
erators and transmission lines.* The other extreme would be where all costs, 
both joint and separable, are charged to electric power.* Between these two 
extremes a great variety of allocations is possible. 

It is obvious that deep-seated and conflicting group interests are at stake 
in connection with the allocation of these joint costs. On one side are 
ranged those groups which, for one reason or another, desire to charge all 
costs, both joint and separable, to hydro-electric power. Chief among these 
are the private power companies. They are fundamentally opposed to any 
public development of power because they recognize it as a threat against 
their present monopoly position. They are especially fearful of public de- 
velopment by means of the multiple-purpose project, first, because they 
realize the relative superiority of this type of organization as compared with 
the single-purpose type on which their business is founded, and, second, 
because they are conscious of the competitive potentialities inherent in the 
factor of shiftable joint costs. If hydro-electric power is to be supplied as a 
by-product by publicly owned, multiple-purpose organizations, then the days 
of privately owned power companies are numbered. If, however, power 
from multiple-purpose projects should be burdened with all the joint costs 
in addition to the separable costs, the price in many instances would be so 
high that private companies would appear to advantage in comparison. 
Thus, it is decidedly to the interest of the private companies to insist upon 
a policy of charging all joint costs to hydro-electric power. It is apparent, 
however, that such a policy would have the effect of denying to the con- 
sumers of such power any benefit from the economies inherent in the 
multiple-purpose type of undertaking. 

"It would be possible, however, to go even beyond this point and assign no costs what- 
ever to such electricity. For example, if the entire project were constructed from the 
proceeds of heavy income and inheritance taxes, there would be no costs to allocate. In this 
event, electricity could be provided free, or at a nominal price just sufficient to cover oper- 
ating costs. For a good discussion of this theory of financing public works see ‘What about 
Public Works?” by David Cushman Coyle, Harper's Magazine, vol. 170, pp. 146-158, Jan- 
uary, 1935. The National Resources Board recognizes this possibility in a modified form 
when it infers that relief labor used on these projects might be charged against general public 
revenue rather than against the project itself. In this event, not even all the separable costs 
would be borne by hydro-electric power (Report, p. 267, cited above, and p. 273). 

“If the market will absorb the power at a sufficiently high price, it is possible to cover 
all costs, both joint and separable, and, in addition, secure a profit, which may be used for 
amortization, =xpansion or general revenue purposes. If this policy is pursued, no problem 
of cost allocation is involved; the question then reduces to one of what the traffic will bear. 
Boulder Dam is an example (Mississippi Valley Committee Report, p. 77). A similar 
tendency to use electric power as a “liquidating” factor is observable in irrigation and 
reclamation works. In the Caspar-Alcova project the total estimated cost is $240 per acre, 
of which only $80 per acre is to be charged to the land, the remaining $160 per acre being 
charged to power. Thus, power would liquidate two-thirds of the investment, after which 
the profits from power would go into the reclamation fund to be used to finance other 


Projects. Distribution of Power Revenue, Hearings before the House Committee on Irriga- 
tion and Reclamation on H.R. 9124, 73rd Cong., 2nd sess., June 2-14, 1934. 
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Other groups adhere to this same general view, although for different 
reasons. ‘lhose who believe that public works should be self-liquidating 
and who see in electricity the only vendible utility present, insist that it be 
charged with the entire cost of the project, thus providing sufficient revenye 
to cover all costs including amortization of the investment. This view js 
obviously inspired by the fear that some portion of the cost, specifically that 
incurred for the non-vendible utilities, will otherwise have to be met from 
taxation. Still others, such as special beneficiaries from irrigation, flood 
control and navigation facilities, may be disposed to favor this same policy 
in the hope that they may thereby shift the cost of their own special benefits 
to the consumers of electricity. This attitude is likely to prevail where the 
special benefit accruing to any particular group outweighs the usage of 
electricity. In each of these instances that method of allocating joint costs js 
favored which is most advantageous to the interest of the group in question. 
There is no evident concern for the equitable distribution of costs among 
all who participate in the collective enterprise. 

The same spirit of self-interest may be observed among those who favor 
the other extreme, that is, charging hydro-electric power with only the 
separable but none of the joint costs. The advocates of this policy are the 
consumers of electricity, including municipalities and industrial establish- 
ments, who are primarily interested in securing electricity at the lowest 
possible cost. Under this plan all the joint costs would be allocated among 
the other utilities and would be met by special charges commensurate with 
benefits received or, if this should prove impracticable, out of general taxa- 
tion. Since, however, these other utilities are in general non-vendible and 
of an intangible character, it would be extremely diffcult to establish satis- 
factory methods of charging for them. This being true, it appears certain 
that, if this theory should prevail, a very considerable portion of the joint 
costs would have to be met from general taxation. While it is obvious that 
this method of cost allocation would result in cheap electricity for consumers, 
it is equally clear that it would work to the disadvantage of other interests 
in society who would be required to bear all the joint costs. Whether this 
fact is sufficient to condemn the method as socially undesirable or whether 
there are other considerations that render it acceptable will be discussed 
later.® 

The difficulties inherent in the allocation of these joint costs have been 
increased by the ill-fated attempt to use these projects as “‘yardsticks,” of 
“measuring rods,” with which to test the fairness of rates being charged 
by private power companies. According to this theory, the cost of producing 


* The Mississippi Valley Committee of the Public Works Administration recognizes this 
possibility. While it insists on the theory of self-liquidation and direct responsibility for 


special benefits conferred, it admits “that a new concept of public responsibility for social 
betterment may have its influence on policies established in the light of present viewpoints 


(Report, p. 29). 
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electricity would be determined in these publicly owned and operated plants. 
Private companies would then be forced to conform to the standard so 
determined. These undertakings, therefore, would perform the twofold 
function of supplying a variety of useful services and providing a punitive 
weapon to be used against recalcitrant private monopolists. The simplicity 
and directness of this reasoning make it very popular, particularly at a 
ume when the public is generally convinced that electric rates are too high 
and that existing regulation is ineffective. For this reason the ‘‘yardstick”’ 
theory constitutes, in the minds of short-sighted political leaders, a seem- 
ingly effective instrument of political strategy. 

Although the “yardstick” theory may possess considerable efficacy as a 
political device for arousing and stimulating an otherwise apathetic public 
opinion to support desirable public enterprises, it cannot withstand critical 
analysis on its merits. For this reason it is likely to prove a boomerang, 
once its inherent fallacies become generally recognized, in which case it 
will have done more harm than good for the cause of multiple-purpose 
developments. The multiple-purpose project is a distinctive type of insti- 
tution; it is a public, collective enterprise embracing many desirable, inter- 
dependent utilities, of which electricity is merely one; it obeys the laws of 
its own delicately inter-related parts without regard to the activities of 
extraneous, dissimilar institutions. It differs greatly in nature and function 
from a single-purpose, privately owned, profit-seeking electric power con- 
cern. These two types of institutions, being fundamentally dissimilar, cannot 
be placed on a comparable basis. Any attempt to do so by artificial manip- 
ulation must inevitably do such violence to the facts of the case as to be 
foredoomed to failure. 

Yet this is exactly what the “yardstick” theory purports to do. It attempts 
to measure the cost of producing electricity in one kind of institution— 
namely, the single-purpose, private company—by reference to the cost in 
a multiple-purpose, public undertaking. In order to give this public “‘yard- 
stick” some appearance of reality, it is mecessary to assign arbitrarily a 
sufficient portion of the joint costs to electricity production so as to bring 
the investment per unit of capacity up to a substantial parity with that of 
private companies. Otherwise, the two are not comparable and cost com- 
parisons are meaningless. Yet the circumstances in a given case might be 
such as to justify an entirely different allocation of joint costs. In this event 
any effort to qualify the project as a “yardstick” would necessitate an 
artificial cost allocation that would violate the harmony of inter-related 
factors within the project itself. Such procedure would in effect deny to 
those who use electricity supplied from such a project the saving in capital 
cost which the multiple-purpose type of organization makes possible. It 
would seem preferable, therefore, in any given case to allocate the joint 
costs on the basis of the relationship among the interdependent utilities 
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involved rather than with regard to the possible disciplinary effect op 
some outside organization.'° 

The allocation of joint costs in these multiple-purpose undertakings js 
beset with many difficulties which, for purpose of convenience in discus. 
sion, may be classified under the following heads: (1) the non-vendible 
character of the utilities involved; (2) the intangible nature of the benefit; 
to be conferred; (3) the time factor, and (4) the incidence of benefits. 
They will be discussed briefly in the order given. 

Many, in some instances most, of the utilities accruing from the compre. 
hensive development of the water resources of a drainage area or basin are 
non-vendible. That is, they are not forthcoming in a form that renders 
them readily saleable in the ordinary processes of exchange. In this respect, 
then, these public enterprises are different from private business, which 
makes vendibility the test of production. It follows, therefore, that the 
joint costs incurred in the production of these several utilities cannot as 
a whole be allocated by reference to the operations of a free market. Instead, 
the allocations must be made on the assessment principle. That is, some 
public body, endowed with the requisite legal power, must make the alloca- 
tions and enforce them, even to the point of compulsion. The sanction for 
this procedure is the general welfare of the social group. The final decision, 
then, is a social, rather than an individual, one and will be conditioned 
by the prevailing social thought of the people to whom the administrative 
body in question is ultimately responsible. 

This view is applicable to such utilities as flood control, navigation, pre- 
vention of stream pollution and public recreation. While they all possess 
social value in the sense that they make significant contributions to public 
welfare, these values are not measurable by reference to a market. Yet, 
since the joint cost is incurred in part for the express purpose of creating 
these values, some portion of it is properly assignable to each of them. 
If, as is easily foreseeable, no practicable method can be devised to recover 
these assigned costs directly from individual or communal beneficiaries, they 
must be met from general taxation.1! The mere lack of a collection device 


* This is the position taken by the National Resources Board in its report. In discussing 
the economic and social value of multiple-purpose projects the Board makes no mention of 
the “yardstick” theory. The Mississippi Valley Committee is apparently of the same mind. 
The TVA, on the other hand, feels under some public obligation on this score (Annud 


Report, pp. 24 and 34). 

“The President's Interdepartmental Committee recommended that some system of 
charges, sufficient to amortize the investment, be agreed upon before such projects wert 
started (Development of the Rivers of the United States, p. 23). Mr. Henry A. Wailace, 
Secretary of Agriculture a supplementary statement (p. 13), insisted that Congress 
allocate the joint costs and fix a schedule of tolls, rates and other charges for each service. 
Mr. Harold L. Ickes, Secretary of the Interior, in another connection, recommended that his 
department be granted the exclusive power to allocate costs and fix the charges for reclama- 


tion projects (Hearings on H.R. 9124, pp. 2 and 3). Later reports, however, are not 50 
confident on this point. The Mississippi Valley Committee, while insisting that costs be 
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does not justify the shifting of this part of the joint cost to some vendible 
utility that happens to be present, such as electric power, irrigation or 
water supply. These latter should bear their proper proportion of the joint 
cost but should not suffer a penalty because of their relatively greater 
vendibility.? 

Not only may the public benefits from these projects be non-vendible, 
but they may be of such an intangible character that they cannot be evaluated 
in monetary terms."* Consider, for example, flood control which ordinarily 
yields both tanglible and intangible benefits. The former may be calculated 
with reasonable accuracy by ascertaining, on the basis of past experience, 
the extent to which a given degree of flood control would prevent damage 
to land, buildings, roads, bridges, crops and livestock. The total annual 
loss that might thus be prevented could then be capitalized, say at five per 
cent, to give the capitalized value of the tangible savings. This figure might 
then be used as a basis for allocating to flood control its share of the joint 
cost of a multiple-purpose project. This method is commonly used by the 
United States Army Engineers in their studies.’* It fails completely, how- 
ever, to make any allowance for the intangible benefits, such as the increased 
happiness and well-being of the people who are thereby relieved from the 
fear of impending death, injury, exposure, and destruction of their homes 
and property. In terms of social gain this latter benefit may be far more 
important than the former. Yet it is immeasurable in any objective sense. 
Nevertheless, if some portion of the joint cost of such a project is to be 
assigned to flood control, a way must be found to translate these subjective, 
intangible benefits into money values. The only practicable solution is to 
submit the question to the arbitrament of organized society. How much are 
the people, acting collectively, willing to pay for these intangible benefits? 

The same reasoning applies to the other related utilities. Some, such as 


allocated in accordance with benefits conferred, is not prepared to suggest any practicable 
way to collect the costs so assessed. The National Resources Board goes even farther; it 
recognizes the impossibility of charging for certain benefits and implies that they should be 
regarded as social rather than individual obligations. This transition from an arbitrary 
benefit theory, based on the principle of self-liquidation, to a social service theory is sig- 
nificant, 

“The Mississippi Valley Committee, presumably because it felt obliged to conform to 
the self-liquidation principle stipulated in the National Industrial Recovery act, lays great 
emphasis upon electric power as a liquidating factor (Report, pp. 53 and 77). 

*“’Because many benefits do not have monetary equivalents, they are disregarded in 
reports which consider only the calculable items. The immeasurable benefits, however, should 
be included as a factor in any evaluation procedure” (National Resources Board, Report, p. 
368). “Indirect flood control benefits will perhaps be even more important than direct 
benefits, but are difficult to evaluate. They will include avoidance of loss of life, prevention 
of unsanitary conditions and spread of disease in flooded areas, and reduction in losses 
_ to int ss of manufacturing and commerce” (Tennessee Valley Authority, Annual 

“pen, p. 9 

M For example, see Wabash River, Ohio, Indiana, and Illinois, House Document No. 

100, 73rd Cong., 1st sess., Feb. 18, 1933, p. 9. 
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irrigation and electric power, yield benefits that are predominantly tangible 
for which an allocation of joint costs proportionate to the tangible benefit can 
be made. Even here, however, there are intangible values that merit some 
consideration.*® In the case of others, such as public recreation, prevention 
of stream pollution, national defense and conservation, the intangible may 
outweigh the tangible benefits. In this event it becomes impossible to 
allocate joint costs by assessing them against the direct beneficiaries, The 
benefits are so general and so imponderable that the cost of providing them 
must be met from public funds, in the same way as public education, 
public health and police protection. Since no two projects are likely to yield 
the same combination of tangible and intangible values, there can be no 
general formula appropriate for all cases. Each must be treated separately 
and the joint costs allocated according to existing circumstances. In every 
such project there will be some intangible benefits which can properly be 
charged to the general public revenue. The proportion of the joint costs 
to be handled in this way, however, will vary directly with the variety and 
extent of the intangible benefits that accrue. 

A third difficulty centers on the time factor. Shall the allocation of joint 
costs be made now and in the light of present circumstances, or shall it be 
made on the basis of conditions that may reasonably be expected to prevail 
in the future? Shall that portion of the joint costs to be met from taxation 
on account of intangible benefits be determined now before the full measure 
of such benefits has been demonstrated and before public opinion has had 
an opportunity to experience and evaluate them, or shall it be determined 
by reference to the future? Shall some definitive allocation, which will bind 
coming generations, be made now, or shall present arrangements be te- 
garded as merely tentative and subject to future adjustment? It is clear that 
the short-range outlook of private business affords no satisfactory basis of 
departure in dealing with this problem. These projects are mew social 
institutions unlike anything in our previous experience. Their ultimate 
potentialities for public welfare lie largely in the distant future; and, if 
these possibilities are to be realized, present administrative policies must 
be directed toward long-time objectives. Our lack of experience in this 
regard and our inability to visualize the ultimate effects of these enterprises 
upon general welfare are not sufficient reasons for ignoring the element 
of futurity. 

A few examples will illustrate the point. Suppose that a multiple-purpose 
project, among other things, provides a navigation channel, but that at 
present there is little demand for water transport. Under such conditions 
it would appear unreasonable to allocate any considerable portion of the 


“Of the returns (from electric power) in terms of social well-being, national safety, 
agricultural and industrial advance, and of individual happiness and security, there 1s 20 
yardstick adequate for t neasuring” (Mississippi Valley Committee, Report, p. 53). 
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joint costs to navigation. If, however, the increased resources of the area 
should attract new industries, there might develop within a few years an 
extensive water-borne commerce. In this event navigation would make a 
large contribution to the total social utility accruing from the project and 
might properly absorb a considerable portion of the joint cost. Likewise, 
food control at the time of construction might be relatively insignificant 
because of the undeveloped condition of the area subject to flood. If, how- 
ever, the wealth and population of the area increase because of scientific 
exploitation of its basic resources, flood control may become an issue of 
major social significance. The attitude of the people toward it would then 
be completely changed; whereas formerly they would have paid nothing 
for such protection, they now would be willing to pay very considerable 
sums. Again, the people of an area may, from lack of education and expe- 
rience, be almost completely oblivious to the benefits derivable from public 
recreational and sanitary facilities. Consequently, they would pay nothing 
for such services. If, however, the development of the area improves their 
economic position and affords them an opportunity to experience these 
benefits, their attitude may be changed, in which case they would place a 
high value on these utilities and be willing to pay something for them. 

In view of the fact that these multiple-purpose projects are designed to 
promote economic welfare of the people over a long period, it would seem 
unwise to establish at the time of construction some rigid allocation of costs 
which may be entirely out of harmony with the conditions of the future. 
If the scientific, integrated development of basic resources within an area 
actually succeeds in improving the economic and social life of the inhab- 
itants, it is certain that their social outlook will be profoundly affected. 
A new scale of values will be established; utilities that formerly were 
ignored or held in low esteem will be elevated to a position of high rank 
in the scale of relative desirability. If the burden of supporting these public 
undertakings is to be apportioned over a long period in some approximate 
accordance with changing scales of values, then present cost allocations 
should be tentative and subject to periodic adjustment. 

A fourth difficulty arises in connection with the incidence of benefits. 
Some benefits are primarily individualized or local, while others are social- 
ized or general. Each particular utility possesses something of both char- 
acteristics, but the combination varies in each case. Electric power, for 
example, contributes benefits that are primarily individual or local—that is, 
the benefit accrues directly to the individuals or local communities who 
use it. At the same time, it creates social or general benefits. When elec- 
tricity from one of these multiple-purpose projects is diffused over a wide 
area and mingled with power from many interconnected sources, it assumes 
national rather than local significance. When it contributes to the efficiency 
of industry, the general improvement of living conditions, the national 
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defense, or the conservation of natural resources, it performs a social rather 
than an individual function. These latter benefits appear to be mote and 


more emphasized in the case of electricity, and to this extent it tends to 
lose its early individualistic character and to assume the réle of a social 
service. As it does so, social considerations come to play an increasingly 
prominent part in all questions of public policy concerning it. 

In flood control projects a great variety of combinations of local and 
national interest may obtain. In certain cases, such as a large storage 
reservoir on some tributary stream, there may be no local interest of any 
significance involved; practically all the benefit will accrue on the main 
stream, perhaps many miles distant. This general benefit will be so diffused 
that it is impossible to trace its final incidence to any individual interest or 
to any local community. In other cases, a particular project may protect a 
populous city, or valuable farm land, or industrial property, but make little 
contribution to the control of floods downstream. Hence, it is primarily 
local in respect to its benefits; and very little national interest attaches to it. 
Irrigation and water supply produce benefits the incidence of which is 
primarily individual. Most of the remaining utilities, however, such as navi- 
gation, conservation, public recreation, sanitation, preservation of wild life 
and regulation of water flow, contribute social rather than individual ben- 
efits. While it is true that individuals derive great advantage from them, yet 
these gains are so widely diffused and affect so many people that they 
cannot be regarded as special benefits to any particular individual or group 
of individuals. They belong to the nation as a whole. 

Where the benefits are so diffused that their incidence cannot be traced 
to some individual or community, it is impossible to assess any portion of 
the joint cost directly to ultimate beneficiaries. Yet this total cost was in 
large part incurred for the express purpose of creating these utilities. For 
this reason, then, they should properly be charged with their proportionate 
share of the joint cost. Since, however, there is no possibility of recovering 
from individual beneficiaries the cost assigned to these social utilities, it 
must be met from public funds. Thus, the same conclusion prevails here 
as in the case of intangible values; they must be a charge upon public funds 
because of their social nature 


The foregoing analysis indicates that it is impossible to allocate these 
joint costs with scientific precision. Moreover, any attempt to allocate them 
by political action, such as Congressional legislation or administrative order, 
is likely to prove futile in a democratic system. The conclusion, therefore, 
seems inescapable that the joint costs must be treated as a general charge 
upon the public revenue in the same way as other social services. This solv- 
tion, while in conflict with the capitalistic tradition, is nevertheless in 
harmony with the social nature of these undertakings. They are social 
institutions designed to promote the general welfare by supplying a variety 
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of useful services. The joint costs are incurred, not for any particular benefit, 
nor for the advantage of any individual or group of individuals, but for 
the general good. Hence, it is proper that they should be borne by society 
generally rather than by individual beneficiaries. The same reasoning, how- 
ever, does not apply in the case of special costs incurred specifically for the 
benefit of particular individuals, groups or communities; here the direct 
beneficiaries should bear the separable costs incurred for their special benefit. 
In respect to hydro-electric power, this theory leads straight to the “by- 
product” method of charging for electricity. Power from such multiple- 
purpose projects would be charged only with the separable costs, such as 
power house, turbines, generators, transmission lines and auxiliary equip- 
ment. Rates would be set at a level sufficiently high to cover the fixed 
charges, including amortization, on these separable items of investment. 
The joint costs, however, such as dams and storage reservoirs, would be 
charged against the general public revenue in the same way as other social 
services. It is obvious that single-purpose, privately owned, hydro-electric 
plants, which must recover all costs from the sale of electricity alone, cannot 
compete with these multiple-purpose, publicly owned plants when the 
latter are operated on the “by-product” principle. In those areas, therefore, 
where the combination of water resources, topography, population and in- 
dustry is propitious for such developments, private companies will eventually 
be displaced by this new and superior type of institution. It is not, as the 
proponents of private ownership would have the public believe, an issue of 
government “‘subsidy,” or ‘“‘unfair competition.” Rather it is the displace- 
ment of one institution by another which is economically and socially 
superior. 
Horace M. GRay 
University of Illinois 
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BRITISH EXPORT CREDIT INSURANCE 


Since 1919 the United K 
Undertaken as a scheme 


Europe in order to reclaim : to relieve unemployment, British export credit ip. 


surance has passed throug! phases of development in 1921, 1926 and 1930. Each 
revision of the Act has tend strengthen the plan by the application of business practices 
based on banking and insurance principles. Its management is entrusted to a small committee 
of four with powers analogous to those of a board of directors, which is advised by a com. 
mittee of experts in banking, insurance, commerce and industry. Since the Act of 1934 
extended to 1940, the pe n which new guarantees will be given, and to 1950, the 
period during which guarantees may remain in force, it would seem as if the United King. 
dom had definitely incorp s technique as a means of facilitating British export 


trade by sharing the risks in her foreign commercial policy. 

In the development of export credit insurance as a technique to aid in the 
readjustment of foreign trade to changed post-war conditions, the United 
Kingdom has been a pioneer.’ Begun in 1919 after the creation of the 
Overseas Trade Department, the scheme has weathered various revisions, 
each of which has tended to enlarge its field of activity and to change its 
character from an emergency measure to a financial practice adapted to 
normal commercial risks. The experience thus accumulated over a period of 
fifteen years is of value in judging both the possibilities and the limits of 
such a plan as a permanent government function. 

Although there are various types of government export credit insurance, 
it can be defined as an undertaking by a government to insure an exporter 
against certain risks, on payment of a premium, which ordinarily would 
not be assumed by a private firm. Frequently there is associated with it a 
provision for pure financial facilities with full recourse against the exporter. 


[he First Scheme of Advances 


The first British scheme originated in 1919 for reasons economic and 
political. Realizing the needs of the devastated countries and the newly 
carved out nations for both capital goods and consumption goods, and de- 
siring to strengthen the little states bordering on Russia as well as to find 
export outlets, the British set up a scheme of direct government advances to 
exporters dealing with these countries, in order to carry risks which the dis- 
ordered state of their public finance and the chaotic condition of their foreign 
exchanges made impossible for the banks. David Lloyd George, then the 
Prime Minister, expressed the attitude of the government as follows: 


We hope, as a result of the institution of these credits, that a beginning will be 
made to restore trade, because those countries have a good deal to sell, and all you 


*In 1934 the following European countries had adopted some form of export credit 
insurance either in part or /” arrie r by the government: Belgium, Czechoslovakia, Den- 
mark, Finland, France, Gern Gi eat Britain, Italy, Latvia (discontinued, 1932), Nether- 
lands, Norway, Poland, Spair n pe Sweden. 

During the decade before the war Germany had made use of a form of government 
credits which acted as a subsidy to aid her exporters in undercutting competitors. 


1 has been experimenting with export credit insurance. 
s*to promote trade in the devastated cov~tries of 
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want to do is to have a beginning of business. Once it begins the natural course of 
exchange will enable you to go on. I venture to predict that on the credits we 
establish we shall not lose a perceptible amount, while the benefit to the trade of 
the country will be enormous. I %n the banking houses will be encouraged to 
play a large part in what should be done.* 


So urgent did the matter seem, that the Export Credits Department within 
the Department of Overseas Trade was opened officially on September 
9, 1919, in anticipation of the Act sanctioning the scheme which was not 
introduced in Parliament until the spring of 1920. The question proposed 
was: 

That it is expedient to authorize the granting of credits and the undertaking of 
insurances for the gupece of reéstablishing overseas trade and the payment, out 
of moneys provided by Parliament, of any sums required for granting credits for 
such purpose up to an amount not exceeding at any one time £26,000,000 and of 
any expenses incurred by the Board of Trade in connection with the granting of 
such credits and the undertaking of insurances so far as those expenses are not 
defrayed out of sums received by the Board by way of commission in respect of 
credits or by way of premiums in respect of insurances.* 


In presenting it, Mr. Baldwin, Financial Secretary to the Treasury, said: 


Unless some system is adopted by which credits can be given to the traders in 
those countries (see below), it is impossible for our manufacturers to do any busi- 
ness with them. The matter is far too large for the bankers to undertake and the 
government has to come to the rescue.* 


The Export Credits Department on recommendation of an Advisory 
Committee was given power to make advances not to exceed 80 per cent of 
the price cost of the goods sold plus freight, insurance and commission to 
the Office backed by securities, defined in the following official announce- 
ment: 

Credits will be based on bills drawn in this country by the seller of the goods 
and accepted by the buyer, and will be subject either (a) to the deposit with an 
approved bank in the country of purchase of currency to an amount required by 
the office, or (b) to a guarantee of currency of a required amount by an approved 
bank, or (c) to arrangements for the handing over of produce of the cae 
country, or (d) to the deposit of securities with the approved bank or the office 
under the scheme.® 


Because of the difficulty of obtaining the proper securities in these coun- 
tties, the provisions were modified to permit the importer to put up a partial 
security or no security, providing the exporter would carry up to one-half the 
insured risk, 7.e., if 85 per cent were advanced, there would be recourse 


*Prime Minister Rt. Hon. David Lloyd George, Parliamentary Debates, vol. 119, col. 
2014, 18 August, 1919. 

* Parliamentary Debates, vol. 127, col. 369, 23 March, 1920. 

* Parliamentary Debates, vol. 127, col. 370, 23 March, 1920. 
* Economist, 89:356, August 30, 1919. 
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against the exporter for 4214 per cent. Invoice value was made the basis of 
the computation of the risk, as cost was too difficult to determine. 
In practice, business was taken on only through the banks in order to 


insure that ordinary commercial credit was not forthcoming. Charges varied 
according to the length of the accommodation, the economic prospects of 
the country and the business standing of the importer. Periodically the De. 
partment fixed the amount of foreign currency per £100 sterling. In expec. 
tation of making the scheme self-supporting, interest was calculated at one 


per cent above the Bank of England rate with a minimum of six per cent, 
and a commission was paid by the seller which could not be less than 3 per 
cent for the first year,° 4 per cent for the second year and 5 per cent for the 
third year. This was to be used to defray expenses and to build up a fund to 
meet losses.’ In case of failure to liquidate, the advance of the Department 
was the first charge upon the proceeds of the bill. The office was entitled 


to take over for liquidation the collateral pledges, and to have recourse 
against the acceptor and the guarantor of the bill. Final loss was shared with 
the exporter or drawer according to the percentage carried of the total credit. 

In order to aid in the unemployment situation, credits were limited to 
goods, the larger proportion of which was of British origin. There was some 
criticism of this restriction at the time, since it meant that the surplus war 
stocks of raw materials and goods held by the British government, many of 
which these countries needed, could not be disposed of with this aid. 

In effect as of June 21, 1919, credits were limited to three years, dating 
from September 8, 1919, and all sums involved were made payable within 
six years, the total amount at any one time being limited by statute to 
£26,000,000. A schedule of countries was appended® to which the Board of 
Trade was empowered to add “‘any country, the industrial and financial 
condition of which has been disorganized by the war,” subject to ratification 
by Parliament. 

Advances for the three years specified under the Act® amounted to only 
£1,752,150, two-thirds of which were granted to Czechoslovakia and 

* Under very special s it could be 2 per cent. 

* Announcement by the O Trade Department in Board of Trade Journal, 103:414- 
415, September 25, 1919 

* Finland, Latvia, Est ania, Poland, Czechoslovakia, Serb-Croat-Slovene State, 
Rumania, Georgia, Arn 1 added September 28, 1920; Austria added February 
17, 1921; Italy, Portugal the Colonies added August 25, 1921. 

* Total transactions in f which credits were granted: 

Baltic provinces . 100,350 354 

Poland .... 120.246 311,100 

Czechoslovakia 14,445 New Zealand ............. 617 

Yugoslavia .. 290,006 8,150 

Austria .. 105,656 


3,353,458 


Parliamentary Debates, vol 5 October, 1921, col. 650. 
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of Rumania. The principal commodities involved were cotton goods and manu- 
‘tures, woolen goods and manufactures, iron and steel products, flax and 
«al. A substantial loss of £1,100,000 was sustained, the bulk of which was 


a! incurred in respect of a single transaction in connection with flax.’ 
of Failure to make extensive use of the scheme was ascribed variously to 
de- the impoverishment of the countries to which the Act was limited, the secur- 
eC ity requirements, the necessity of ultimate liquidation in sterling, the three- 
ne vear limitation which was not long enough for engineering projects, the 
nt, unwillingness of exporters to bear even a small percentage of risk, the 
yer slowness of the Department in acting, and its failure to advertise the scheme. 
he Since it was a time, however, of general interest in the subject, as shown in 
to the discussions of the Ter Meulen scheme™ and the Edge Bank act, the 
nt British were encouraged to continue their experiment. 
ed The history of the scheme since 1920 can be divided into three periods: 
se (1) The period of the First Guarantee Scheme, July 1, 1921, to June 30, 1926. 
th (2) The period of the Second Guarantee Scheme, July 1, 1926, to March 31, 
30. 
1 "a 3) The period of the Credit Insurance Scheme, April 1, 1930, to date (in 
operation) . 
P The First Guarantee Scheme 
, The Guarantee Scheme which went into effect on July 1, 1921%* insti- 
tuted an important change in method. Whereas under the former plan the 
. government had to find the money with which to make the advances, under 
“ the new plan it merely guaranteed the bill which was then discounted 
a through the regular commercial channels at about the same rate as Treasury 
f bills. The facilities offered included both financial credit up to 100 per cent 
f with full recourse and insurance limited to 424 per cent of the invoice 


value. The types of contract can be summarized as follows: 


A. General credit guarantees— 
A guarantee up to 100 per cent with the exporter liable for 5714 per cent of 
, the total for bills of 12 months and a guarantee up to 85 per cent with the 
exporter liable for 4214 per cent for bills exceeding 12 months. 
B. Specific transactions— 
Complicated arrangements varying from high security requirements providing 
full coverage with no recourse to no security requirements and recourse up to 
421, per cent. 
C. Floating guarantee— 
A type of contract, not exceeding six months, according to which the Depart- 
ment and the exporter agreed upon a schedule of importers with a maximum 
allowance for each name which might be outstanding*® for deliveries over a 
forward period. 


. First Report of the Select Committee on Estimates, 1928, p. 3. 

3oard of Trade Journal, vol. 106, p. 5, January 6, 1921. 

ul and 12, Geo. V, ch. 26, pp. 81-82. 
; ‘This was especially for the benefit of firms with agents travelling abroad who might 
ind it necessary to close a deal immediately. 
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The usual business methods were followed according to which the Depart. 
ment either endor the guarantee on the trade bill or gave it in the form 
of a letter of guarantee. In case of default at maturity the Department made 
good at once—a practice different from the private companies which xt. 
tempt all forms of liquidation before settling. In describing the type of 
business covered, a member of the House said: 

It is not just the tl ly secured, automatic, absolutely sound class, and it js 
not the speculative class, but it is a quite good and healthy class, which we all want 
to try to encourage if we are going to use public credit to stimulate exports and 
to help employment 

During the life of tl heme it underwent four amendments,” two of 
which extended its operation from 1922 to 1925, and then to 1926 with 
corresponding changes for the ex piration of guarantees from 1925 to 1927, 
then to 1930. Other changes or additions included the statutory prohibition 
of guarantees for munitions of war, and the extension of the privileges first 
to the British Empire and later to any country whatsoever at the discretion 
of the Department 

Again the results of the scheme were disappointing. During the five years 
of its operation, guarantees were given for only £6,305,629, a very small 
percentage of the total trade. It terminated, however, with a much smaller 
net loss of only £31 without making any allowance for interest." 

In order to ass the value of the scheme, particularly in view of the 
earlier statements of the government that it was an emergency measure, 1 
Credit Insurance Committee was appointed, composed of representatives 
from the Federation British Industries, the banks, insurance companies 
and the British Chambers of Commerce.*’ Its terms of reference were: 

To examine and : t n the extent to which benefit may be likely to accrue 
to the export trade f insurance against the risk of bad debts, to consider 
whether it is neces this connection for the State to take any other action 
toward supplementin; ting facilities, and, if the committee think it desirable, 
to frame a scheme.*® 

*M. Graham, Pa Debates, vol. 222, 23 Nov., 1928, col. 2139. 

* 11 and 12 Geo. ‘ 5; 12 and 13 Geo. V, ch. 50; 13 and 14 Geo. V, ch. 37; 14 and 
15 Geo. V, ch. 8. 

* Because of the | f surplus stocks, British India, Ceylon and the Far East were 
excluded until 1925, af 1 time the U.S.S.R. was the only country excluded. 

" First Report fron Committee on Estimates, 1928, p. 3. 

* This was an except rong committee. Its members were: Colonel the Hon. Sid: 
ney Peel (chairman of National Discount Company) chairman—succeeded in a few 
months by Major L. W. H J. Caulcutt, Esq., general manager of Barclay’s Bank; Sit 
William H. Clark, « ral of the Department of Overseas Trade; A. C. Gla¢- 
stone, Esq., director of f England; Hon. Sir Williama H. Goschen, chairman 0! 
the Sun Insurance (€ h Powell, general manager of the Commercial Unica 
Assurance Company; | R. Pullbrook, deputy chairman of Lloyds; Gilbert C. Vyle, 
deputy-president of the A t f British Chambers of Commerce; Colonel the Hon. 
F. Vernon Willey, pres t of the Federation of British Industries; Secretary F. H. Nixon 


of the Export Credits De t 
” Report of the Credit Insurance Committee, 1925-26, 1927, p. 4. 
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After taking evidence from exporters, bankers, business men, and officials 
of insurance companies and acceptance houses, the Committee presented a 
unanimous report: 

(a) That a demand exists for the insurance of credits for export trade which 
is not unsound in character ; 

(b) That the existing facilities are not adequate to meet the demand; and 

(c) That their extension would be beneficial to the export trade of this coun- 
ry, provided that due caution is exercised to avoid encouraging unsound business. 


Specifically it recommended that the Act be continued for three years 
with the hope of encourgging banks and insurance companies to undertake 
i class of insurance which had failed to attract them;*° that the terms be 
made simpler and more lenient; that the government undertake a maximum 
guarantee of 75 per cent without recourse instead of 421 per cent, which 
was the maximum offered by the private company; that the small, strong, ad- 
visory Board be retained to pass on guarantees; and that the scheme be given 
greater publicity. A proposal from the Trade Indemnity** Company, also 
advocated by the Federation of British Industries, to reinsure the “‘cata- 
strophic risk’’*? for approved companies was rejected on the grounds that the 
need was for insurance against bad risks rather than political upheavals, that 
it would be difficult to define the nature of such a risk and to delimit it, and 
that it would be difficult on technical grounds to enforce restriction to goods 
of British origin. 


The Second Guarantee Scheme 


Following the recommendations of the Committee, the Second Guarantee 
Scheme came into force, July 1, 1926. Its period of existence, first set for two 
years, was later extended for two more years up to March 31, 1930.?* The 
credits offered were similar to those of the previous scheme, providing either 
financial facilities up to 100 per cent with full recourse, or insurance for a 
maximum guarantee up to 75 per cent without recourse (known as Contract 
A), or a combination of the two. On November 2, 1928, a new contract, 
known as Contract B, was added which gave a guarantee to the bank instead 
of the exporter, thus making a bill a first-class security.** By March 31, 1930, 


* Discussed later. 

* The Trade Indemnity Company, the only private company undertaking this type of in- 
surance, was Organized in 1918. It is a private organization. Mr. Cuthbert Heath, its chair- 
man, has described its business as insuring “the solvency of acceptors.” About 40 per cent 

f its business is competitive with the government. Some of the insurance companies are 
nterested in it as shareholders and reinsurers, and codperate with it. It has arrangements 
with other private organizations in 23 countries and was the instigator of the International 
Credit Insurance Association which holds annual meetings. Times, March 12, 1930. 

“The catastrophic risk has been defined as “the risk of loss occasioned by catastrophes 
such as war, revolution or other disaster which simultaneously affects the solvency of a 
very large number of firms in one or more countries.” Times, February 9, 1925. 

*16 and 17 Geo. V, ch. 3; and 19 and 20 Geo. V, ch. 12. 

“This contract was rather bitterly opposed by the Trade Indemnity Company as an 
invasion of the field of private business. Times, November 2, 1928. 
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guarantees had been given under it for £7,998,092, a better showing than 
under the first two schemes with the prospect of definite improvement 
after the inclusion of the U.S.S.R. on August 1, 1929. In 1928 premiums 
averaged about 3/4 of one per cent for 90-day bills, while for the Domin- 
ions, Scandinavian countries, France, Germany, Holland, Belgium and 
Switzerland they amounted to about 10s. per £100. The countries receiving 
the largest amounts of credit were in order of importance: Australia, South 
Africa, Brazil, Argentina, Germany, France, Spain, Italy, Poland and 
Rumania. The industries especially involved were the cotton and wool tex- 
tiles, iron and steel, machinery and vehicles.* In the winter of 1929, a 
special effort was made to assist the coal industry. 

With the approach of the expiration date, the whole question was again 
brought under review. The chief criticisms had primarily to do with the 
high rates from one group and the cost from another group, especially the 
expense of administration.** At that time the scheme was costing between 
£18,000 and £20,000 a year, which represented a loss ratio of 60 per cent 
to 70 per cent of the premium rates. The final deficit came to £91,354." 
There was also a more general disapproval as voiced by the Economist that 
the period of reconstruction was over and that the amount of business 
handled was not sufficient to have any effect on the employment situation.” 
Its total premiums were at this time about one-tenth of those of the Trade 
Indemnity Company, which for 1927-28 amounted to £252,000.” The 


Committee on Estimates concluded, however: 

VII. Asa result of a searching investigation, your Committee have come to the 
conclusion that the present facilities given by the Department are of great practical 
advantage to the development of the export trade of this country.®° 


A distinguished committee of review was appointed, composed of Sir 
Otto Niemeyer, late comptroller of Finance at the Treasury and a member 


of the Financial Committee of the League of Nations as chairman, Colonel 
the Hon. Sydney Peel, then acting in an honorary capacity as chairman of 
* Times, January 4, 1928 
* The First Report of the Select Committee on Estimates, May, 1928, recommended that 
the scheme be made self-support by reducing expenses and raising premiums, (0). ¢it., 
p. 3). Administrative exp« for the three last years were estimated: 


Salaries Travelling and incidental 


4,500 
1929 ... .. 26,990 3,000 
Great Britain, Estimates, Civ 1928, 1929. 
Total expenses of administrat val conclusion were estimated at £95,413. 
* Trading Accounts and B e Sheets, 1932, 1934, p. 85. 
* Economist, 187:938, January , 1928. 


* Times, May 16, 1928 
* Select Committee on Estimates, op. cit., p. 3. 
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the Export Credits Department and Sir William Plender, an outstanding 
chartered accountant. The terms of reference were: 

To consider generally the administration of the Export Credits Guarantee 
Scheme in the light of the recommendation of the Select Committee on Estimates 
on the Export Credits Guarantee Department and to recommend what changes, if 
any, are necessary in the present system of administration and presentation of ac- 
counts, and to suggest any changes in the general working of the scheme which are 
likely to facilitate the final transference of the business from Government control.** 


In its reports the Committee defended the high administrative costs on 
four counts—in the main, that the policy of immediate payment on default 
was more costly than the method of payment of the private companies which 
delay until all possibilities of collection are exhausted and that with the 
public purpose involved in the scheme the Department undertook more 
careful examination of doubtful cases before refusal. In commenting on the 
rates, the Committee said: 

We believe the rates in general to be as high as consistent with attracting sound 
business, and that any general increase would decrease the proportion of good risks 
offered to the Department with a resulting increase in the loss ratio and a probable 


reduction in turnover. We do not, on the other hand, think that any reduction in 
the rates is justifiable.®2 


The Committee emphasized that the system should be run as a business 
proposition with solvency as the first requirement to be achieved by “securing 
a sufficient minimum turnover of business to carry reasonable overhead 
charges, and, in the second place and above all, by the efficiency of staff 
and elasticity of administration.” It recommended the continuance of the 
experiment until 1931 with the hope of facilitating transfer of export credit 
insurance from government control to private enterprise,** and the appoint- 
ment of an executive committee with powers analagous to a Board of 
Directors “to decide all questions of policy falling within the province of 
the Act—such questions as re-insurance, the nature of the risks to be insured, 
the precise details of the insurance policies to be issued, and like matters,” 
including the appointment of staff. A form of commercial account for the 
Department was prepared which was subsequently adopted. 


The Credit Insurance Scheme 


On April 1, 1930,** the third scheme, known as the Credit Insurance 
Scheme, which is still in operation, was inaugurated; and all previous busi- 
ness was wound up. According to this plan the management has been 


"Reports of the Committee appointed to consider generally the administration of the 
Export Credits Guarantee Scheme, 1928-1929, p. 3, (Cmd. 3450). 
Ibid., p. 9. 
“This motion was echoed also in the Final Report of the Balfour Committee. Committee 
on Industry and Trade, Final Report, 1929, pp. 28-30. 
20 and 21 Geo. V, 1929, ch. 31. 
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entrusted to an executive committee of four as recommended, which is 
assisted by a Statutory Advisory Committee composed of bankers, manv- 
facturers, merchants and insurance experts. The main office is in London, 
with branch offices in Manchester and Bradford. In addition, representa. 
tives make regular visits to Birmingham, Bristol, Cardiff, Leicester, Not- 
tingham, Sheffield and Swansea and attend important commercial exhibits 
and fairs. Commissions are paid to approved brokers and agents on business 
introduced and for such services as may be required by the Department.* 

The work of the Committee in the ordinary routine of its business in- 
volves delicate decisions. Since it considers every proposal on its own merits, 
it must determine for each contract issued the percentage of risk to be 
insured, the length of the credit and the premium. In so doing it must 
evaluate the economic status of the industry as it is not considered justifi- 
able to aid by government insurance businesses which are not economically 
sound or which have an oversupply of output, 7.e., ocean going vessels and 
textiles in the Far East. On the other side of the bargain, it is required to 
estimate the purchaser's financial and credit rating as well as that of the 
country in which he is resident.** If the bill is dishonored when due, the 
Committee must undertake the difficult task of collection. All transactions 
are kept strictly secret, not even the total amounts going to separate countries 
being published. 

The operation of o scheme is limited to the export of goods, other than 
munitions of war excluded by statute, wholly or partly produced or manu- 
factured in the aes Kingdom. It has been estimated unofficially that the 
Department has an operating capital of £21,000,000, the balance remaining 
from the original £26,000,000, which is in the nature of a revolving fund. 
Sums required are voted annually by Parliament and any surplus is paid 
into the exchequer. According to Mr. Granville Gibson, M.P., the chair- 
man of the Overseas Committee, in the past seven years exports guaranteed 
have totalled £47,000,000, while the losses have amounted to £380,000, 
£100,000 of which have been recovered from defaulters. This, however, 
does not represent a loss, as it has been more than covered by premiums 
received.’? Since 1930 receipts have exceeded expenses. In speaking of the 
scheme in 1934, Mr. Runciman called it remarkable “‘because it made 
profits instead of losses.” 

There is no fixed schedule of rates** which vary as to the period of 
the credit, extent of coverage, financial standing of the exporter and im- 


® Export Credits Guarantee Department, Notes for the Guidance of Exporters, Bankers, 
and Brokers When Submitting Proposals for Guarantees, 1931. 

* During the first quarter of 1934 contracts were issued in respect of exports going to 
80 countries. 

Times Trade and Engineering Supplement, March 10, 1934. See also Parliamentar) 
Debates, vol. 286, col. 1266, March, 1934. 

* They are estimated in 1934 to vary between 1/ per cent to 11/4, per cent of face value 
of the bill on ordinary 90 day risks. Ibid., p. 7 
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porter, the exporter’s previous experience in the market and the general 
standing of the market. In general the committee extends credits for the 
customary period of the trade and country concerned, i.e., for textiles up to 
six months, for heavy machinery up to five years. Although under the most 
recent amendment* a period of fifteen years has been made possible, the 
Department has stated that ten years will be the limit for any guarantee. 

There has been recent criticism, supported by the Association of British 
Chambers of Commerce, that the premiums are too high. From time to time 
the Parliamentary Secretary has admitted that British rates were higher than 
the rates of competing countries,“° emphasizing, however, the fact that 
British exporters have the benefit of lower discount rates in London than in 
the continental financial centers. As long as it remains the intention of 
the government to make the scheme self-supporting and to run it on a sound 
commercial basis, it will not always be possible to compete with other coun- 
tries, whenever government supported credits are used as a form of bounty. 

According to the present scheme, the Department offers to the exporter 
five different classes of insurance contracts :** 


Contract A—A guarantee of payment to exporter of insured percentage of bill 
immediately on default. This contract was suspended in January, 1932, for coun- 
tries enforcing exchange restrictions. 

Contract B—A guarantee of payment to the exporters’ bank of the insured per- 
centage of bill immediately on default. This contract was suspended January, 1932, 
for countries enforcing exchange restrictions. 

Contract C—A special form, now obsolete. 

Contract D—Cover of open credit risks against loss through insolvency of 
debtor. 

Contract E—Cover of bills against loss through insolvency of debtor. 

Comprehensive guarantee. 


According to these contracts the Department offers to the exporter the 
guarantee of the British government, a maximum guarantee of 75 per cent 
of invoice value without recourse and a maximum guarantee up to 100 per 
cent with full recourse. Under Contracts A and B, the government under- 
takes to pay immediately upon default, while under the others payment is 
made “‘as soon as the debt owing on the guaranteed account has been ad- 
mitted to rank against the estate of the insolvent buyer.” Because of ab- 
normal difficulties of collection caused by exchange restrictions of other 
countries, the government was obliged to suspend Contracts A and B in 


Vol. 286, 8 March, 1934, cols. 2169-2170, Overseas Trade Resolution: “That it is 
expedient to amend the Overseas Trade acts 1920-1930 by extending to the thirty-first day 
of March, nineteen hundred and forty, the period within which the new guarantees may 
be given under those acts in connection with export transactions, and by extending to the 
thirty-first day of March, nineteen hundred and fifty, the period during which guarantees 
80 given may remain in force.” 

* Parliamentary Debates, vol. 284, 11 December, 1933, pp. 6-7. 

“Export Credits Guarantee Department, Security in Export Trade, 1931, pp. 8-10; 
Comprehensive Policy, 1933, and Special Circular no, 266-7, op. cit., p. 8. 
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January, 1932, for countries enforcing rigid foreign exchange control and 
at that time substituted Contract E. All recoveries less the cost of collection 
are divided between the exporter and the Department in proportion to their 
respective interests in the transaction unless other arrangments are made. 

The Comprehensive Contract, first issued in 1933, insures the exporter 
against ‘‘75 per cent of all losses in excess of an agreed amount arising from 
the insolvency of his customers in all markets, subject to an agreed max- 
imum.” In determining the base, the Department decides upon a certain 
per cent of loss which normally might be expected to appear on the ex- 
porters’ books and then insures a percentage of the remainder. It is hoped 
thereby to remove “anxieties regarding the possibility of overpowering 
losses which may threaten when a market becomes financially embarrassed 
by reason of factors, political or otherwise, over which local traders can have 
no control.” Since the premium is very much lower than for specific ac- 
counts, it is also hoped to increase the business of the Department. Although 
the period of the guarantee is for twelve months, continuity of cover is 
made possible for another twelve months under certain conditions. 

The following table gives the financial history of the present scheme: 


Export CREDITS GUARANTEE DEPARTMENT: QUARTERLY RETURNS’ 
Maximum Total Percentage 
guarantee contracts guaranteed 
1930— (£1,000) (£1,000) 
2nd quarter 822 1,351 60 
3rd ” 1,651 2,745 60 
4th " 962 1,573 61 
1931— 
lst 761 1,253 60 
2nd ’ 928 1,485 62 
952 1,441 66 
4th 530 2,400 22 
1932— 
Ist ‘3 1,825 2,778 65 
1,732 2,613 66 
3rd 2 1,385 2,262 61 
4th : 1,222 2,252 54 
1933— 
Ist . 774 1,734 44 
> 216 885 24 
3rd 438 1,066 41 
4th ” 1,600 2,578 62 
1934— 
Ist di “Gan 763 3,002 25 
2nd 862 2,612 33 
973 2,640 37 
4th . 2,229 4,717 47 


* Board of Trade Journal, passim 
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d Since April 1, 1930, the Department has concluded contracts and issued 
n policies under which it has assumed liability to guarantee a maximum of 
r £23,690,832 in respect of credits amounting to £45,312,522. Except for the 
drop during the first three quarters of 1933, caused undoubtedly by the 


f unfortunate trade relations with the U.S.S.R., the total amount of business 
n on which partial guarantees were given has been rather steady, the high- 
: water mark being reached during the fourth quarter of 1934. The average 
n percentage of the contracts guaranteed, on the other hand, has tended to be 


smaller since 1932 and shows a rather wide variation for the different quar- 
ters, due probably to the influence during any one quarter of contracts of 
different lengths or to different countries. 


d An analysis of the Underwriting Accounts, Profit and Loss Statements 
e and Balance Sheets beginning with 1930** indicates a growing favorable 
} position. Income from premiums and fees increased from £807 in 1930 
h to £352,748 in 1932, while the interest account increased from £3,061 in 
s 1931 to £39,766 in the 1933 Profit and Loss Statement. This latter figure 


more than covered the administrative costs of £37,492 in 1933, which have 
remained fairly steady in spite of the larger amount of business undertaken. 
During the same years the Exchequer Account grew from £219,741 in 1931 
to £1,367,741 in 1933. Though far from accurate because the guarantees 
were granted for different periods of time and because maximum guar- 
antees were not always taken up, it is possible to estimate that net payments 
2 under guarantees for the year 1930 and 1931 were less than 1 per cent 
of maximum guarantees. 


The U.S.S.R. 


From the outset the question of granting credits to the U.S.S.R. assumed 
an important rdle in all discussions of the schemes. Although obviously there 
was a market in Russia for British products, provided long-term credits were 
available, the Department withheld its sanction, giving as the chief reason 
the fact that in trading with the U.S.S.R. it was necessary to negotiate with 
a single buyer, thus violating the principle of distribution of risks. On 
August 1, 1929, the Department reversed its policy and announced the 
inclusion of the U.S.S.R. among the countries to which export credits would 
be granted. Though accurate figures are not available, it can be stated roughly 
from statistics reported in the House of Commons that between one-third 
and one-half of total credits since then have been granted to the U.S.S.R. 
Although there have been no losses, the premiums have been higher than 
for the majority of countries. According to a Russian authority, the expenses 
for discounting bills in London have averaged 11 per cent. In May, 1934, 
acting on the recommendation of its advisory committee, the Export Credits 
Guarantee Department lowered its charges for bills of 12 to 18 months’ 


“United Kingdom, Trading Accounts and Balance Sheets, 1931-1933. 
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tenure by approximately 30 per cent.** Aside from its relation to exports, the 
Russian business has had two definite effects on the operation of the scheme 
itself—first it has increased the average length of credit terms granted, and 
second, it probably has turned the losses into profits because of the high 
rates charged. 
Conclusion 

In an evaluation of such a scheme, the benefits to the exporter should first 
be considered. In general, it can be said to result in an increased turnover for 
him by giving two types of aid—namely, facilities for obtaining credit or 
discounting his bills, which become “‘gilt-edged securities” for the banks, 


and insurance against bad debts, a so-called “‘gilt-edged protection” against 
loss. In addition to providing credits for the customary periods falling within 
a year, it has been of assistance in providing long-term credits, so-called 


middle-term credits, for transactions involving a period in excess of regular 
export credits and yet too short to justify the issuance of a loan. At a time 
when the old methods of assessing the trustworthiness of a customer are 
obsolete, the Department offers help and expert advice, which are of par- 
ticular value in opening up new accounts or in exploiting new markets. With 
the aid of its consular service and banks in all parts of the world, the De- 
partment has compiled a dossier of financial standing of importers upon 
which to draw for its information which is unique. Assured of the utmost 
secrecy in so far as his own dealings are concerned, the exporter is thus able 
to talk over credit problems of his particular business and to act upon the 
advice of the British government. 

From the point of view of the government, benefits of such a scheme may 
be economic or political. In order to cement political alliances, it is possible 
through such a Department to turn trade into channels of political impor- 
tance, particularly if the scheme is used as a form of subsidy, an aspect of 


export credit insurance which the International Economic Conference of 

1927 characterized as a “hidden danger.” Though such a purpose was in 

part responsible for the beginning of the scheme in 1919, the British gov- 

ernment has since then been quite free from such allegations. Instead, it 
d 


has persistently continued to make the scheme self-supporting while keeping 
as the objective the benefit to the export trade, so vital to British well-being 
—a point of view expressed by Mr. A. M. Samuel, long a sponsor of the 
scheme, who has called it ‘‘an additional tram line for trade.” 

Out of a study of the British experience covering a period of fifteen years, 
certain principles become apparent. Export credit insurance is so difficult 
and intricate a type of insurance that private companies have been very slow 
in offering it. If it is to succeed, it must have the codperation of the banks 
and insurance companies for technical advice and assistance; and its adminis- 


* Financial Times (London) May 17, 1934. 


193: 


1$ 

tf 

th 

m 

W 

an 

b 

pe 

ni 

lit 

fc 

bi 

if 

tt 

t! 

| 


1935] British Export Credit Insurance 249 


tration must be in the hands of experts without political obligation. Both 
the Executive Committee and its Advisory Committee, which have had tre- 
mendous power, must be prepared to make decisions of consequence both 
with regard to the status and needs of domestic industry and the political 
and economic risks in the foreign markets. In order to provide a sound 
basis, it must, moreover, carefully distribute such risks among various im- 
porters, both by country and by industry. 

In summary, it can be said that export credit insurance has found a defi- 
nite place in the present commercial policy of the United Kingdom. With 
economic and financial practices undergoing radical changes and with po- 
litical upheavals threatening, the British government has adopted this plan 
for facilitating its export trade by sharing in the risks. While the amount of 
business done has been only a small percentage of the total trade, it has been 
that much gain in relieving unemployment, in holding old customers and 
in penetrating new markets. ‘‘In times like these,” said Major Hills, “‘little 
things are important’”’—small gains now perhaps but rich experience with 
the use of a new technique in the promotion of foreign trade. 

ETHEL B. DigETRICH 

Mount Holyoke College 
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EMPLOYMENT EXCHANGES FOR SEAMEN 


The problem of providing facilities for the employment of seamen is especially acute. 
but offers illuminating suggestions regarding employment exchanges in general. The Marine 
Service Bureau of San Francisco well illustrates the evils customarily attendant upon em- 
ployer-operated hiring halls. Inconveniences and discriminatory practices are easily forced 
upon employees by such agencies, and the workers’ prejudices against such agencies are 
so strong that the correction of abuses will not render them acceptable. Possible alternatives 
include union-operated halls, the abandonment of all hiring halls whatsoever, and publicly 
operated exchanges. The latter is the only form which, in the seamen’s case, removes the 


principal difficulties now existing 


The current trend toward public unemployment reserves and insurance 
has brought to the fore the difficult but parallel problem of the maintenance 
of public employment exchanges. The evils of existing agencies for the 
assignment of workers to jobs have long been recognized, but there has 
been little effort expended toward the regularization of this service. The 
present situation affords an opportunity for formulating a consistent public 
policy in this regard, therefore contributions to the knowledge of employ- 
ment exchanges should be no longer postponed. 

The typical seaman is a worker of the most casual sort. His work is not 
localized within any one community, and he has little opportunity for secur- 
ing and retaining public sympathy. Hence he presents an extreme case, in 
which the necessity for attention is greatest. A study of his hiring problems 
will reveal, in an exaggerated form, the hiring problems of all other workers. 
It is not proposed to present a complete solution of the seamen’s hiring prob- 
lem in this article, but certain factors essential to such a solution will be 
indicated. Considerable light may be shed on the problem by an analysis of 
one of the most significant employer-operated hiring halls in recent history. 
This agency is the Marine Service Bureau of San Francisco, the history of 
which is a most revealing commentary on the subject of hiring methods.’ 


I 


In 1914, the shipping, docking, and stevedoring interests of San Fran- 
cisco organized the Waterfront Employers’ Union.? This organization suc- 
cessfully fought the longshoremen’s strikes of 1916 and 1919. During 
the latter year, as a device for providing strike-breakers, it organized the 
Marine Service Bureau, then known as the Employment Service Bureau. 


* The writer’s interest the Marine Service Bureau was awakened during the summer 
of 1934, during which time he was in the employ of the National Longshoremen’s Board, 
arbitrating the Pacific Coast Maritime Strike of 1934. The present article, however, in no 
way constitutes the release of confidential knowledge of the Board, nor does it presume 
to speak for the Board. During the time of the writer’s official service, certain historical 
data, used herein, were obtained. For permission to use these, the writer is indebted to 
Dr. Louis Bloch, secretary of the Board. 

* Reorganized and incorporated in February, 1935, as the Waterfront Employers’ As- 
sociation. Its sphere of influence has been extended to include the major Pacific Coast ports. 

252 William S. Hopkins [June 
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In 1921, certain drastic demands of the United States Shipping Board 
precipitated the nation-wide seamen’s strike. Immediately the functions of 
the Bureau in San Francisco were extended to include the employment of 
strike-breaking seamen, as well as longshoremen. After the collapse of 
the strike, the Bureau ceased entirely to register longshoremen, and de- 
voted itself exclusively to the business of shipping unlicensed seamen of 
all grades. At this time, the Pacific American Steamship Association and the 
Ship Owner’s Association of the Pacific joined the Waterfront Employer's 
Union in the operation of the Bureau. One of the fundamental rules of the 
new Bureau was that all seamen must be hired through its agency, in such 
ports as they existed (San Francisco and San Pedro). Some “bootlegging” of 
seamen was done, but, as a rule, the Bureau handled the hiring of all sea- 
men in its two ports.® 

The routine hiring methods of the Bureau are as follows: A hall is main- 
tained, near the waterfront, in which are offices for record and assignment 
purposes. The seaman coming to the Bureau, seeking employment, is first 
registered, and given an application number and a “record” book. The 
latter is a small cloth-bound book recording essential details of the sea- 
man’s experience, together with space for the personal opinions of the 
captain, after each voyage, of the man’s character and ability. Having 
been registered, the seaman may now take a seat in the hall and await 
the appearance of a suitable job. 

When unlicensed seamen are required by any particular ship happening 
to be in port, the employer or his representative (from ship or office) tele- 
phones or otherwise notifies the Bureau of his needs. Within the technical 
limits of qualification specified by the employer, positions are filled at the 
hall in sequence of application numbers. A registered seaman does not lose 
his number by absenting himself from the hall, but if he is not present 
at the time the job is called, he misses the opportunity of that particular 
job, 

Should the representative of the employer (usually the mate) ask for a 
particular seaman by name, he has the privilege of hiring that man regard- 
less of his number. In all cases, the ship’s officers have the final decision as 
to the personnel working under them. They may employ a man regardless 
of the numerical system of the Bureau, and they may reject a man sent to 
them by the Bureau. Since the Bureau is not always notified of these lat- 
ter occurrences, its records have become confused and generally unreliable. 
In spite of this, however, the Bureau was able .for years to control the 


“Brief, but not strictly accurate, accounts of these early events are to be found in 
Paul S. Taylor, The Sailor’s Union of the Pacific, New York, 1923; and Walter J. Peterson, 
Marine Labor Union Leadership, San Francisco, 1925. More complete records are available 
in files of the San Francisco newspapers for May-August, 1921; and in the Proceedings of 


the Twenty-fifth Annual Convention, International Seamen’s Union of America, Chicago, 
1922. 
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hiring and the working conditions of all seamen shipping out of the two 
chief ports of California 

This great power was possible because of the decade of impotence 
suffered by the International Seamen’s Union following its crushing de. 
feat in the strike of 1921. The course of wages during the period indicates 
the results of this rearrangement of power. The following table shows the 
average monthly wages paid to able seamen on American merchant vessels 
of 500 gross tons or over, Atlantic to Pacific ports. 


TABLE 

1925 ... 54 

These statistics clearly reveal the terrific slash in wages which followed 
the collapse of the strike in 1921. The upturn after 1923 marks the end of 
the depression of 1921-22, and the beginning of the “prosperity” of the 
twenties. The steadiness of the curve between 1924 and 1931 indicates 
a normal level of wages under open-shop conditions, and shows how little 


the seamen benefited from the boom period of 1924-1929. The drop from 
1931 to 1933 indicated the influence of the depression of that period. 

The various marine unions were without sufficient strength to use eco- 
nomic means of fighting these wage reductions and the accompanying 
losses of other advantages, such as the eight-hour watch at sea, which 
presumably had been guaranteed by the Seamen’s act of 1915, but which 
was being superseded by the old twelve-hour watch. The monopoly of hiring 
maintained by the employers through the Marine Service Bureau, together 
with the control of wages through the same agency, left the seamen with 
no bargaining power whatever. In the face of these handicaps, the marine 
unions sought relief through politics and the courts. 

In politics, the International Seamen’s Union pinned great hopes on the 
friendship of Senator Robert M. LaFollette. A strenuous campaign for 
new legislation, conducted by LaFollette and President Andrew Furuseth 
of the Union, met with complete failure. The presidential candidacy of 
LaFollette in 1924 was vigorously supported by the I.S.U., in the expec: 
tation of receiving his aid. But his overwhelming defeat seemed to close 
the political door to any remedy, and relief was sought in the federal courts. 

The first tilt was the abortive Alfred Street case, in which suit was 
brought against the employers seeking to enjoin the Bureau from requiring 
seamen to be registered through its offices. The case was badly planned 


* Merchant Marine Si ; U. S. Department of Commerce, Bureau of Navigation, 
nos. 2, 5, 8, 10. 
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and met with complete failure.* A new case was therefore prepared, and 
was fought to the Supreme Court. This was the Cornelius Anderson case.* 
In this case it was charged that the Bureau was in violation of the Anti- 
Trust act and in violation of the ancient practice that the master should 
hire his own seamen. The lower courts held against the seamen, and the 
case went before the Supreme Court. On November 22, 1926, Mr. Justice 
Sutherland delivered the opinion of the Court, reversing the action of the 
District and Circuit Courts, holding that the Bureau was in fact a violation 
of the Anti-Trust act, and remanding the case to the District Court for 
further proceedings. 

On February 1, 1927, as a result of this decision, the Bureau discontinued 
the practice of requiring all seamen to be employed through its offices. 
It also discontinued the posting of standard wage scales. These actions re- 
moved the complaints upon which the case was built; but the union, not 
content until the Bureau should be abolished altogether, refused to aban- 
don its suit, and brought all its complaints into the open. This time, how- 
ever, the Supreme Court refused to review, and in May, 1929, the case was 
abandoned. The court battle, like the political strategy, had failed, and the 
union settled down to wait and prepare for an opportunity to use economic 
means, which appeared in the Maritime Strike of 1934. In this strike, the 
Bureau was again used as an effective strike-breaking agency. Since the end 
of the strike, on July 30, 1934, the Bureau has been successfully boycotted 
by the union, and its future is very insecure. 

The removal of the requirement of compulsory registration in 1927, how- 
ever, brought interesting results. The total number of placements recorded 
by the Bureau during the years of its life were as follows: 


TABLE 2 


The drop beginning in 1927 reflects the elimination of the compulsory 
feature. The rise in 1929 is probably due to the then current misbelief that 
the Supreme Court’s refusal to review the case had restored the Bureau to 
its former monopolistic power. The greater decline following 1929 is 
attributable solely to the declining power of the Bureau. There are no 
statistics showing the number of seamen hired at the docks (which practice 
the seamen, by their refusal to patronize the Bureau, forced upon the em- 
ployers), yet the total must have remained as high as 25,000 per year, since 

*A more detailed description is to be found in The Seamen's Journal, XLIII (June 1, 
1929), p. 234. 


*272 U. S., Anderson vs. Shipowners, Transcript of Record, U. S. Circuit Court of 
Appeals, 9th Circuit, no. 5576 (1928). 
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the tonnage carried by the American Merchant Marine did not begin to de. 
cline, as a result of the depression, until 1931." 

Between August, 1934, and February, 1935, the Bureau placed only 30 
or 40 men per month, a figure which does not warrant its maintenance 
except as a precautionary device for future strike-breaking. 


II 


In the preceding section the Bureau has been described in terms of bare 
routine facts. Much more significant, however, are the realities which clothe 
the outline. For, although the formal structure of the Bureau is relatively 
simple and innocuous, the way in which it works out is subject to severe 
criticism. 

First, the seamen resent the indignities and inconveniences attendant 
upon their patronage of the Bureau. The hall is drafty, dark, and unheated. 
The furnishings are rude benches. The fact that the individual seaman must 
be present to secure a job has a tendency to require the applicant to remain 
in the hall during all of its open hours, from 7:00 A.M. to 9:00 P.M. 

More serious than the complaint of physical discomfort is the charge that 
the operation of the Bureau leaves broad opportunity for discrimination. 
Seamen violently object to the record book, imposed on them by the Bureau, 
calling it a “grade book.’’ They point out that the master’s report on ability 
and conduct may be unfavorable because of temporary or unjust reasons, 
and yet remain in black and white as a bar to future employment under 
other masters. While it is possible that this is not a common occurrence, 
it is nevertheless true that the service record book lends itself readily to 
becoming an effective type of blacklist. 

In addition there are loopholes for unfair practices in the process of as- 
signing men to jobs, in the hall itself. Whereas it is asserted that the shipping 
master grants each assignment to the applicant whose registration card bears 
the lowest number, no record is kept of the numbers rejected from each 
group. Hence there is no way of proving the integrity of the shipping 
master or the impartiality of the Bureau. 

Further, the system of keeping record cards in the Bureau’s files, which 
are consulted before making any assignment, lends itself readily to the 
purpose of blacklisting. When it is discovered that a seaman is a union 
official, organizer, prominent striker or picket, has been arrested during 4 
strike, or has radical ideas, it is easy to place a secret mark upon his record 
card which will forever prevent him from finding a job through the Bureau.’ 
One pretext or another can always serve to keep him waiting. 


" Merchant Marine Statistics, U. S. Department of Commerce, Bureau of Navigation, 
no. 10 (1933), p. 91. . 
*In the Bureau, the prevailing secret mark is a red dot on the upper left-hand comer 0! 
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It should be noted that the causes of such blacklisting are usually per- 
sonal or political, rather than inefficiency or incapacity. Seamen have never 
protested against the right of a ship’s officers to employ whomever they 
please. No individual sailor wishes to go to sea as a member of an in- 
competent crew, or, for that matter, of an uncongenial crew. They do protest, 
however, against having the decision made by landsmen in an uptown office. 
In this, the interests of prospective passengers and shippers coincide with 
the interests of the sailors. 

Seldom expressed, but perhaps fundamental to the union’s hatred of the 
Bureau, is the charge that the Bureau's chief function is that of strike-break- 
ing. Even when a strike is not in progress, the Bureau maintains up-to-date 
les of potential strike-breakers. The strike-breaking activity of the Bureau 
necessitates a complete staff composed of uncompromising union-haters. 
And, since their own positions are rendered more secure and profitable by the 
existence of labor strife, it can hardly be expected that they will codperate 
with the unions, or with union men. 

All those members of the Bureau staff who come in contact with sea- 
men are possessed of police authority. Those whose activities are limited to 
the Port of San Francisco are deputy sheriffs. Those who also function in 
Oakland and other Bay ports wear badges of the state harbor police. All are 
constantly armed with loaded pistols, and occasionally with night-sticks and 
tear-gas guns. The danger of granting public police authority to the agents 
of private corporations is obvious. It is the most insidious method whereby 
public officials can ‘‘take sides” in labor disputes, and is an unfailing invita- 
tion to trouble. 

These various complaints have been constantly made and frequently 
justified in experience. As a consequence, the bitterness which the union 
men feel toward the Bureau (which they contemptuously call “Fink Hall’’) 
is so intense as to be beyond description. This hatred is now of fifteen years’ 
standing; it has become a tradition; and nothing on earth could ever make 
the union men accept the Bureau, which they consider to be a standing insult 
to them, a perpetual incitement to quarrel and a constant invitation to vio- 
lence. 


III 


It has been previously indicated that the Bureau is now relatively im- 
potent, due to effective boycotting by the unions. This may result in its 
prompt decease. Its salvation could lie only in the smashing of the unions 
once more, which may be attempted, although, of course, such action would 
only postpone a final settlement. If the Bureau should be closed up, however, 
which some day it must, what are the alternatives? 

The unions, of course, would be glad to operate a hiring hall themselves. 
This would remove many of the greatest objections, since any discrimina- 
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tion or petty bribery arising would be a union problem, and could not be 
laid at the door of the employer. However, this plan would put the contro] 
of wage scales and working conditions in the hands of the unions, Since 
it is certain that the employers would not accept this plan willingly, further 
conflict would be inevitable. This has been demonstrated by experience. 
From 1902 until 1921, the Sailor's Union of the Pacific had full recogni- 
tion from the Shipowners Association of the Pacific. Wages and conditions 
were jointly negotiated, with a labor relations committee to settle current 
disputes. This gave the Union fairly complete control of hiring, which was 
done from its own hall. The employers were never satisfied with this fac. 
tor in the situation, and sought the first opportunity of ending the Union's 
power. The circumstances surrounding the strike of 1921 provided this 
opportunity. To give full control to the unions once more, would be simply 
to set in motion the employers’ plans for breaking the unions; and the old 
cycle of conflict would continue. 

A second alternative would be the elimination of all hiring halls, with the 
consequent resort to direct employment at the pierheads, by the ship's offi- 
cers. This plan is subject to many criticisms. The ship may often be delayed 
because applicants fail to appear, and there is no specified place where they 
may be found. Also, the prospective applicants have no way of knowing 
about available jobs without making a tour of the water-front. Further, 
no keeping of records would be possible, the employment of sailors would 
become even more casual than it now is, and the old and horrible evils of 
“crimping’’ would undoubtedly reappear.* The return to this old “hit or 
miss’ method should be avoided at all costs. 

Acceptable to the unions, but possibly not to the employers, would be a 
publicly operated hiring hall. No doubt, such a hall would be subject to the 
evils of petty dishonesty and discrimination. It might fall under the domi- 
nation of either employers or unions, and it might develop political rami- 
fications. But these could be minimized by placing its staff in the Civil Serv- 
ice, and by insisting upon an unremitting light of publicity upon all its 
activities. 

Since the seaman’s work is not localized in any one community, since he 
seeks employment in a constant succession of ports, it is apparent that local 
control would not suffice. Exchange of records as well as uniformity of 
method is essential. That most unfortunate lack of statistical data which 
now encumbers all efforts to settle marine labor disputes could be corrected 
only by a uniform nation-wide system of seamen’s hiring halls. For these 
reasons it seems imperative that the halls be operated by the federal gov- 
ernment. 

This proposal does not involve such a radical departure from present 


*The vicious system of “crimping” is well described in Paul S. Taylor, op. cit., 26-33. 
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methods as may be supposed. An Act of June 7, 1872, created the office 
of Shipping Commissioner in each of the principal ports of the United 
States.’ Among the duties of the Commissioner were prescribed: “To afford 
facilities for engaging seamen by keeping a register of their names and 
characters; to superintend their engagement and discharge, in manner pre- 
scribed by law.” This, originally, was intended to apply only to those sea- 
men placed on ships bound for foreign ports. In 1886, however, it was pro- 
vided that “Shipping Commissioners may ship and discharge crews for any 
vessel engaged in the coastwise trade . . . at the request of the master or own- 
ers of such vessel... 

This provision has been little used, and the Shipping Commissioners 
customarily supervise only certain aspects of the hiring of crews for off- 
shore vessels. The existence of these statutes, however, makes it possible to 
convert a portion of the Shipping Commissioner's office into a maritime em- 
ployment exchange with very little legislative action. 

In such a system of exchanges, relatively honest service could be assured, 
decent accommodations could be provided for waiting applicants, and the 
collection and exchange of valuable data could be made possible. 

Certain changes from the routine of the Marine Service Bureau should 
be insisted upon. For example, the registration numbers of all those ap- 
plicants rejected, as well as of those accepted for any job, should be re- 
corded. The disapproval of any man by any master should guarantee that 
that man should not again be imposed upon that master, but it should not 
prevent his employment by another master. A more closely limited number 
of hours per day should be required for the applicant’s attendance in the 
hall. At the time of the assignment of a crew, or any member of a crew, to a 
ship, a ship's officer should be present in the hall, to accept or reject the men 
at once. Questions involving wages and working conditions should not be 
settled by the staff of the hall, but should be left to the bargaining of the 
recognized union and the employers. 


IV 


The current struggle between maritime employers and employees has been 
especially apparent on the Pacific Coast, but it is merely dormant in other 
American ports. Even on the Pacific, the National Longshoremen’s Board, 
in settling the Maritime Strike of 1934, failed to provide any basis for 
solving the problem of seamen’s hiring. As a result, the seamen are frankly 
disgusted. Throughout the winter of 1935 there has been a steady sequence 
of disputes, and serious trouble has been brewing, also, among the long- 


” Revised Statute 4508, Statutes at Large, 17, p. 263. 
" Statutes at Large, 24, p. 80. See also Walter MacArthur, The Seaman's Contract, San 
Francisco, 1919, pp. 35-41, 44. 
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shoremen.’? Like the temporary armistice secured, in 1934, in the auto- 
mobile, steel, coal, textile, and other industries, the award of the Long. 
shoremen’s Board, handed down on October 12, 1934, could not be ex. 
pected to remain as a permanent settlement. Neither side to the dispute will 
grant greater power to the other side, and yet a perfect balance of power 
cannot be maintained without skillful public intervention. Such intervention 
is urgent. 

Private employment bureaus for seamen, whether operated by ship-own- 
efs or unions, can lead only to serious conflict. Sooner or later, public agen- 
cies for this purpose must be established. Further, it is probable that the 
problem of maritime employment, in spite of its special peculiarities and 
exaggerated circumstances, is analogous to that of employment in other 
industries. 

The dearth of statistical data, which is made inevitable by that hodge- 
podge of hiring systems which characterizes our national economy, makes it 
impossible to estimate the numerical significance of that type of hall repre- 
sented by the Marine Service Bureau. We cannot know just how many men 
are hired annually through such agencies.** The type is fairly common, how- 
ever, and its chief characteristics are found in other types, different but 
similar. For example, many employment agencies are nominally private en- 
trepreneurial ventures, but actually dominated by local employers’ associa- 
tions. In such cases, the evils of the Marine Service Bureau may ordinarily 
be expected. Further, the same characteristics are often found in large in- 
dustries, employing casual labor, where company unions dominate. 

As long as private and unregulated systems of employment prevail, the 
evils herein described will continue, and at the same time it will remain 
impossible to collect that statistical information so necessary to any solution 
of the dilemma. 

The whole question of public employment exchanges, therefore, must 
be given more serious attention than has been customary in the United 
States. Without such exchanges there seems to be no hope of securing and 
maintaining any reasonable amount of codperation between employers and 
employees, and no hope of reducing the terrific toll of industrial warfare. 

S. HopkINs 

Stanford Universit) 


* In February, 1935, the Pa Coast units of the various seamen’s unions joined with 
the International Longshoremen’s Association in forming the ‘Pacific Coast Marine Federa- 
tion,” designed to present a united front of maritime unions when the existing agreement 
with employers expires in September, 1935, or sooner, if necessary. 

The United States Bureau of Labor Statistics is unable to furnish data on this question. 
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FOREIGN EXCHANGE RATES AND INTERNAL PRICES UNDER 
INCONVERTIBLE PAPER CURRENCIES 


Recent experiences of England, Sweden, and Argentina under inconvertible paper cur- 

rencies indicate that popular theories of the relationship between foreign exchange rates and 

internal prices must be qualified. The usual practice of comparing only the absolute move- 

ments of the two variables has resulted in a fruitless and insoluble controversy. When com- 

modity price movements in gold standard nations are also considered, however, some funda- 

mental modifications of the theoretical conclusions which are based largely on the war and 

post-war inconvertible currency experiences are shown to be necessary. This paper perhaps 

indicates a means of bringing the major issues into a common market-place for appraisal. 

The manifest intention of several leading commercial nations to continue 

to manage their currencies on an inconvertible basis rather than to re-estab- 

lish a metallic standard makes the problem of the inter-relationship of for- 

eign exchange rates and internal prices under inconvertible paper currencies 

one of great practical significance. Under the gold standard, exchange rates 

are practically fixed and, according to orthodox theory, internal prices tend 

to rise or fall as gold (or its equivalent) flows into or out of the country in 

response to a favorable or adverse balance of international payments. When 

this mechanism is abandoned, exchange rates are free to fluctuate over a 
much wider range. The question then arises whether the movements of in- 

ternal prices are in any way dependent on exchange fluctuations, or vice versa.- 
If both exchange rates and internal prices are to be manipulated, which 
seems to be the present intention in England, Sweden, and some other coun- 
tries, the problem of harmonizing the internal and external management 
policies arises. If these policies conflict, maladjustments of the very sort 
which the managed systems ostensibly aim to eliminate may ensue. A simi- 
lar problem is presented in the apparent efforts of governments to raise 
their internal prices partly by exchange manipulation. The gold purchase 
experiment of the Roosevelt administration between November 2, 1933, and 
January 31, 1934, is an outstanding example. 

The theoretical controversy over the inter-relationship of foreign exchange 
rates and internal prices under inconvertible paper centers chiefly on (1) 
the sequence of causation, and (2) the relative magnitudes of the fluctua- 
tions of the two variables. The purchasing-power parity (or price-parity) 
theory, for example, consists of two propositions: (1) a proportional rela- 
tionship exists between the ratio of the internal price levels of two countries 
and the reciprocal foreign exchange values of their respective currencies; 
(2) there is a causal sequence in which relative price level changes deter- 
mine the foreign exchange rate. In contradistinction to the price-parity 
theory are theories to the effect that there exists a direct causal sequence 
running from movements of foreign exchange rates to the internal paper 
prices of international goods. Among the theorists of this school there is, 
however, no uniformity of opinion as to the quantitative influence of ex- 
change fluctuations on relative internal price movements. 
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The present study, dealing with the inconvertible currency experiences of 
England and Sweden from September, 1931, to December, 1933, and of 
Argentina from January, 1930, to December, 1933, resolves itself into a 
consideration of the following major problems: 


1. The relative chronological sequence of internal price and foreign exchange 
fluctuations. 

2. The relative amplitudes of the fluctuations of the two variables. 

3. The determinants of foreign exchange fluctuations. In this connection it js 
necessary further to ascertain: (a) whether exchange rates fluctuate irrespectively 
of internal prices; and (b) whether there are any automatic limitations on ex. 
change movements. 


TABLE I 


Rexative Fiucruations oF Stertinc Excuance Rates AnD WHOLESALE Paice Inpices: 
ENGLAND, AuGuST 1931-DECEMBER 1933 


Wholesale price indices 
Year and ’ Sterling (Board of Trade, August 1931= 100) 
month rate ~ 
General Food Materials, etc. 
1931 Aug. 99.6 100.0 100.0 100.0 
Sept. 93.¢ 100.0 100.0 99-5 
Oct. 79.5 05.0 104.7 105.0 
Nov. 76.5 107.0 107.0 107.1 
Dec. 69.5 | 106.8 105.0 107.3 
1932 Jan. 70.5 106.2 106.7 106.4 
Feb. 71 106.2 106.2 105.9 
Mar. 74.5 105.4 107.4 104.1 
Apr. 77.C 103.0 102.0 101.0 
May 76 101.5 106.0 98.7 
June 75 98.7 103.0 96.0 
July 73 98.7 100.3 97.1 
Aug. 71.5 100.0 99-9 100.4 
Sept. 71.4 102.5 100.0 104.1 
Oct. 69.9 101.5 98.5 103.4 
Nov. 67.5 101.5 99.0 103.2 
Dec. 67.€ 101.5 100.2 102.6 
1933 Jan. 69.4 100.5 99.2 102.0 
Feb. 70.3 99.5 97.2 IOI.0 
Mar. 70.5 98.6 95.0 100.1 
Apr. 70.3 98.5 93-9 100.0 
May 69.¢ 100.0 95.0 102.7 
June 69.4 102.1 96.4 105.8 
July 68.8 103.0 94.5 107.8 
Aug. 67.6 103.0 96.4 107.0 
Sept. 64.8 103.4 97.6 107.1 
Oct. 64.7 103.1 96.5 107.1 
Nov. 66.2 | 103.2 96.6 107.2 
Dec. 67.5 103.2 95.8 107.8 


Source of data: Royal Economic Society, Reports on Current Economic Conditions. 
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4, The casual relationship between foreign exchange rates and internal prices. 
Our approach here will be (a) to probe into the alleged influence of exchange 
ates upon internal prices, and (b) to marshall and classify evidence of the reverse 
type of influence. 

'5. The feasibility of schemes to control prices by exchange manipulation such 
as the gold purchase experiment of the United States. 


|, Relative Chronological Sequence and Magnitude of Foreign Exchange 
and Internal Price Fluctuations 

In England and Sweden exchange and internal price fluctuations were 

either simultaneous or else exchange movements preceded those of internal 


TABLE 2 


RELATIVE Fiuctuations oF Krona ExcHance Rates AND WHOLESALE 
Price Inpices: SWEDEN 
Avucust 1931-DECEMBER 1933 


Wholesale prices 
Year and month Krona exchange 
General Raw materials 
1931 Aug. 99-7 100 100 
Sept. 97-7 98.2 95.3 
Oct. 86.2 99.0 96.3 
Nov. 77-4 100.9 
Dec. 69.9 101.8 102.0 
1932 Jan. 100.0 IOI.0 
Feb. 72.0 100.9 IOI.0 
Mar. 74.0 100.0 102.0 
Apr. 71.3 100.0 102.9 
May 70.0 100.0 103.8 
June 69.8 99.0 102.9 
July 68.0 99.0 102.9 
Aug. 66.6 99.0 102.9 
Sept. 66.5 100.9 103.8 
Oct. 65.4 100.9 105.8 
Nov. 65.0 100.0 105.8 
Dec. 66.9 99.0 103.8 
1933 Jan. 68.1 97.5 101.0 
Feb. 67.6 97-5 IOI.0 
Mar. 67.0 96.4 101.0 
Apr. 66.8 96.4 100.0 
May 64.4 97-3 IOI.0 
June 64.6 97.3 101.0 
July 64.0 99.0 102.0 
Aug. 63.2 99.0 99.0 
Sept. 60.4 100.0 100.0 
Oct. 60.2 100.0 100.0 
Nov. 61.5 100.9 101.0 
Dec. 62.8 100.9 IOI.0 


Source of data: Skandinaviska Kreditaktiebolaget, Quarterly Reports. 
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prices (Tables 1 and 2). At no time did internal prices tend to move before 
exchange rates. The theory of exchange rate causation stated in the Price 
parity theory, #.e., from relative price level fluctuations to exchange rates, 
therefore, is plainly inapplicable to the experiences of these two countries, 
Apparently, in other words, fluctuations in sterling and krona exchange were 
caused chiefly by variations of each country’s respective balance of interna. 
tional payments and by fluctuations of public confidence in their future 
values. The existence in each country of exchange control systems which 
apparently were designed to control these two forces seems to support this 
analysis.* 

The Argentine figures (Table 3) do not yield a clear comparison of the 
relative chronological sequence, but a similar explanation of the deprecia- 
tion of peso exchange is warranted. The major cause seems to have been an 
adverse balance of international payments brought about chiefly by (1) the 
contraction after 1928 of the influx of foreign capital, and (2) the decline 
in the price of her exports relative to the prices of her imports.? Nothing in 
the data in Table 3, it will be noted, supports the sequence predicted by the 
purchasing power parity theory. 

The magnitudes of relative exchange and internal price movements are 
shown to have been extremely divergent in the three countries. Some price 
indices and individual prices increased substantially, some others rose 
moderately or not at all, and some actually continued to decline after the 
suspension of the gold standard. The divergence among various price in- 
dices is shown in Tables 1, 2 and 3, and among the paper prices of several 
important foreign trade commodities in England in Tables 5 and 6. Plainly, 
there was no symmetrical inverse relationship between the movements of 
exchange rates and price levels. This fact contradicts not only the price 
parity theory but also the theories of several writers of the opposing school. 

It appears, therefore, that in England, Sweden, and Argentina exchange 
rates were not the final results of fluctuations of their respective internal 
price levels relative to the price levels of other countries. Since foreign ex- 
change fluctuations frequently preceded internal paper price movements in 
the three countries, the possibility that the contrary hypothesis, #.e., that ex- 
change movements governed in some degree the price level and individual 
price changes, must be examined. 


*The British Exchange Equalization Account commenced operations in July, 1932. Cf. 
Alzada Comstock, “The British Exchange Equalization Account,” Am. Econ. Rev., Dec, 
1933, pp. 608-621. 

The Swedish Riksbank apparently exercised control over the krona throughout the period 
of currency inconvertibility. Cf. Bertil Ohlin, statement to N.Y. Times correspondent, com- 
paring the U.S. foreign gold purchase policy with the Riksbank policy since the autumn of 
1931. N.Y. Times, October 31, 1933, p. 8. 

* Cf. Institute of International Finance, Bulletin No. 62, April 19, 1933. Argentina 
established rigid supervision of all exchange transactions supplemented by strict regulation of 
commodity imports and exports in the autumn of 1931. 


TABLE 3 


RELATIVE FLuctuaTions oF Peso ExcHance Rates anp WHOLESALE Price 
Inpices: ARGENTINA, JANUARY, 1930-DECEMBER, 1933 


Wholesale prices 
Year and Peso 


month exchange 


General Agricultural Other 
and pastoral products 


1930 Jan. 

Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 


Dec. 


2 
5 
3 

of 
9 
4 

2 

5 


+3 
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I 
9 
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5 
4 
4 
3 
3 
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I 
9 
I 
5 
4 
I 
° 
7 
I 
8 
-§ 
5 
9 
7 
2 
3 
4 
5 
8 


1 Nominal: pegged to franc at 14.84 fr./peso. 
? Nominal. pegged to franc at 12.38 fr./peso. 
Source: Revista Economica of Banco de la Nacion, Argentina, and Fed. Res. Bull. 
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II, Exchange Rates as Determinants of Internal Prices 


(a) England and Sweden. There is considerable difference of opinion 
regarding the quantitative influence of foreign exchange depreciation on the 
internal commodity prices of inconvertible currency countries. Mr. Rufys 
Tucker, for example, argues that the heavy discount on sterling and krona 
exchange increased the cost of imported goods while the prices of exported 
goods were not similarly benefited; that exchange depreciation caused an ip. 
crease of import prices but failed to increase export prices in the two coun- 
tries.* 

In a recent article, however, Professor S. E. Harris presents some figures, 
shown in Table 4, which conflict with Mr. Tucker’s generalizations. 


TABLE 4 


EnGLanD: PercenTaGE CHANGE oF GENERAL, Import AND Export 
Price INDICES: 1930-1933 


A Wholesale prices Import 
Year (Board of Trade) i prices 


1930 | 100 100 
1931 87 81 
1932 85 75 
1933 84 71 


According to these data both import and export prices in England fell after 
the suspension of gold payments, but import prices fell more sharply than 
export prices. Furthermore, it appears that the sterling prices of international 
goods declined about eight per cent more than the prices of domestic com- 
modities. Professor Harris concludes, on this evidence, that the effects of 
sterling depreciation on the internal prices of international goods were 
small, and that these prices declined mainly in response to world deflation- 
ary forces. He suggests the liberal currency policy of the English government 
as the main reason for the relative buoyancy of the prices of domestic com- 
modities.® 

Mr. Tucker and Professor Harris both seem concerned only with absolute 
price changes within the inconvertible currency countries. Since the prices 
of international commodities are determined in world markets, it is necessary 
to consider also their price movements in other countries, particularly in 
countries remaining on the gold standard. By this method it may be possible 


*R. S. Tucker, “Gold, Prices, and Prosperity, No Statistical Basis for the Commodity 
Dollar,’ Annalist, Dec. 1, 1933, vol. 42, no. 1089, p. 709. Dr. B. M. Anderson states Mr. 
Tucker's argument with approval in his article, “On the Practical Impossibility of a Com- 
modity Dollar,” Chase Econ. Bull., vol xiii, no. 4, Dec., 1933, p. 21. 

*S. E. Harris, “British and American Exchange Policies, the British Experience,” Qwart. 
Jour. Econ., May, 1934, p. 509 

* Ibid., pp. 509-510. 
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to arrive at some conclusions regarding the quantitative effect of exchange 
depreciation on the internal prices of inconvertible currency countries. 

England’s imports consist chiefly of foods and raw materials. On the 
average, the proportions from August, 1931, to December, 1933, were as 
follows: foods, 50 per cent; raw materials, 26 per cent; manufactured prod- 
ucts 25 per cent. Table 5 presents the domestic wholesale prices of eleven 
commodities, most of which are foreign to England, compared with their 
respective world (gold) prices. These commodities are arranged in two 
groups. 

The first group consists of cotton, wool, tin, zinc, wheat and coffee. The 
paper prices of the commodities in this group were consistently high relative 
to the general index of internal wholesale prices. Particularly striking is the 
fact that the fluctuations of the paper prices of these commodities were in- 
variably parallel to those of their respective gold prices. And furthermore, 
the difference between their respective paper and gold prices was consist- 
ently about 30 to 40 per cent, almost the average amount of the discount on 
sterling exchange. 

The second group consists of five commodities, copper, rubber, lead, 
sugar, and butter, the English prices of which were frequently below the 
general average of internal prices after the suspension of the specie pay- 
ments. Copper, rubber, and lead exhibit this tendency for about one-quarter 
of the period under consideration, and sugar and butter for more than two- 
thirds of the period. If only the paper prices of these commodities are con- 
sidered, it might be inferred that sterling exchange depreciation exercised 
little or no influence on the prices of these five commodities. When, how- 
ever, their paper prices are compared with their respective world gold prices 
the opposite inference seems to be warranted. The paper and gold prices of 
the commodities in Group II, like those in Group I, show a marked parallel- 
ism in their monthly fluctuations, regardless of their absolute movements in 
England. Furthermore, the differential in each instance usually approxi- 
mated the amount of the discount on sterling exchange. It is to be noted that 
the differential diminishes, and sometimes disappears in the case of butter 
toward the end of 1932 and in the early months of 1933. 

The differential which usually existed between the paper and world gold) 
prices of these international commodities should probably be attributed 
mainly to the influence of the discount on sterling exchange. It cannot, how- | 
ever, be held to represent entirely the effects of sterling depreciation, since 
various other factors, some of a non-monetary nature, were plainly of great 
importance/The diminution of the differential in the case of butter, for ex- 
ample, may perhaps be traced to some such outside factor. The Economist 
points out that in 1932 the weakness of the English prices of butter (and 
cheese) 
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the early years of the depression and the consequent transfer of production in the 
dominions from unremunerative cereal production to this form of agricultures 


The question of the quantitative effects of sterling exchange depreciation 
on the English prices of exported manufactured commodities remains to be 
considered. England's exports consist principally of manufactured products, 
and in Table 6 the wholesale prices of four of her chief exported manufac. 
tured commodities are presented. The figures in the table show that some 
export prices increased after the departure of England from the gold stand- 
ard. Prices of cotton yarn were at all times substantially above their quotation 
in August, 1931; and except for occasional lapses this is also true of cotton 
cloth and wool tops. Leather prices, on the other hand, after increasing about 
10 per cent during the first few months of exchange depreciation, fell heavily 


TABLE 6 


EnGLIsH WHOLESALE Prices or Four Exportep MANUFACTURED CommMopiTIEs 


Year and Cotton Cotton Wool Leather 
month yarn cloth tops (sole bends) 
1931 Aug. 100 100 100 
Sept. 114 114 109 107 
Oct. 12¢ 10S 113 IIo 
Nov. 126 105 III 110 
Dec. 12¢ 114 104 
1932 Jan. 126 114 107 
Feb. 128 114 104 
Mar. 122 104 98 
Apr. 110 110 97 
May 108 106 94 
June 108 101 94 
July 112 93 98 
Aug. 145 104 104 
Sept. 141 119 107 
Oct. 131 116 IOI 
Nov. 129 114 IOI 
Dec. 124 106 102 
1933 Jan. 119 93 102 
Feb. 11¢ 102 98 
Mar. II 100 98 
Apr. 126 93 104 
May 135 107 113 
June I 109 129 
July 135 109 136 
Aug. 12¢ | 106 
Sept. 128 107 149 
Oct. 129 108 149 
Nov. 128 108 160 
Dec. 13! 109 178 88 


Source of data: The Economist, “Commercial History and Review, 1932, 1933, 1934” 
* The Economist, “Commercial History and Review of 1933,” Feb. 17, 1934, p. 45. 
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ifter February, 1932. From this time forward the price was continuously 
below the August quotation. 

Although it seems that sterling exchange depreciation did operate to| 
create a spread between the world gold prices and the internal paper prices | 
of international commodities, such differential was not an inevitable result | 
of exchange depreciation. Furthermore, there clearly was no necessary in- 
verse relationship between the relative fluctuations of sterling exchange rates 
and internal paper prices in the case of either exports or imports. 

The discount on sterling exchange apparently was partially responsible for 
the absolute increase of the internal prices of some international commodi- 
ties. There being no uniformity in the fluctuations of internal prices how- 
ever, forces other than exchange depreciation were undoubtedly effective. 

(b) Argentina. Peso exchange, as Table 3 shows, was continuously at a 
heavy discount in terms of gold currencies after the suspension of gold con- 
version in December, 1929. Internal prices, in comparison, displayed two 
very striking characteristics. First, internal wholesale prices of agricultural 
and pastoral products, Argentina’s leading commodity exports, actually fel/ 
more rapidly and at times more severely than peso exchange depreciated. The 
decline of this index is comparable with the decline of similar indices in gold 
standard countries. Secondly, internal wholesale prices of other commodities 
not among the important exports were comparatively firm. During 1930 and 
the first three quarters of 1931, these prices fell slightly below their level at 
the end of 1929; then, for about fifteen consecutive months, they fluctuated 
somewhat above this level, after which the index declined again to a rela- 
tively lower level. 

The singular decline of agricultural and pastoral prices runs counter to 
the theoretical expectations either that internal prices should move inversely 
to exchange rates, or that exchange rates should move inversely to prices. 
This price decline probably was partially responsible for the depreciation of 
peso exchange in so far as it aggravated Argentina’s adverse balance of pay- 
ments. It is obvious, on the other hand, that the internal prices of agricultural 
and pastoral products, important as they are in Argentine foreign trade, 
were depressed by forces which outweighed any inflationary influence which 
might be expected from the exchange depreciation. The paper prices of 
these commodities apparently were dominated by the following powerful de- 
flationary forces: (1) The decline of world gold prices, a decline that was 
most severe in the case of primary commodities; (2) Diminished purchasing 
power of consumers in England and continental Europe, the chief markets 
for Argentina’s exports; (3) Undiminished internal production of Argen- 
tina’s most important exports. Failing external markets for these products 
naturally resulted in excessive domestic supplies; (4) The expected effect of 
the Ottawa Conference on England’s future foreign trade policies. 

The comparative firmness displayed by the wholesale price index of other 
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commodities seems to tell a different story. Although Argentina plainly suf. 
fered from a superabundance of production from her natural industries, she 
also suffered a paucity of commodities which either were not produced do- 
mestically, or were manufactured largely from imported materials. This 
shortage probably was intensified by the restrictions which were placed on 
imports in the autumn of 1931. The relatively higher prices of “other 
products,”’ then, seems to have been caused partly by the internal shortage 
of such commodities, and partly by peso depreciation. 

The experience of Argentina since 1929 seems to indicate conclusions 
similar to those drawn from the English and Swedish experiences under in- 
convertible currencies since 1931. Peso exchange depreciated about 10 per 
cent more than either sterling or krona exchange, yet the internal prices 
of Argentina, like many prices in England and Sweden, were notably un- 
responsive to any potential inflationary force of exchange depreciation. In- 
ternal price deflation in all three countries since 1929 was part of a world- 
wide phenomenon; and although exchange depreciation may have retarded 
this internal deflation somewhat, it was powerless to counteract completely 
the force of other deflationary factors. 


Conclusions 


The foregoing analysis seems to justify the following conclusions. 

1. The purchasing power parity theory is erroneous as an explanation of 
the movements of foreign exchange rates. In the experiences examined in 
this study, relative movements of internal prices and foreign exchange rates 
were not in conformity with the conditions posited in the theory. Neither 
internal prices nor price levels tended to move in advance of reciprocal 
fluctuations in exchange rates in any of the countries for which data are given 
in the tables, and there is no evidence that the relative fluctuations of the 
two variables were quantitatively symmetrical. 

2. The explanation of foreign exchange fluctuations is chiefly a matter of 
emphasis. At one time a given force, or complex of forces, may dominate 
the rates, while at another time a totally different assortment of influences 
may be dominant. Hence, there is no such thing as a “normal” level of ex- 
change rates as set by any single factor (such as prices) or combination of 
factors. Nor are there any “natural” limitations on exchange rate fluctua- 
tions. 

3. Attempts to control foreign exchange rates through the purchasing 
power parities are, therefore, bound to be fruitless. Exchange control can 
succeed, either in the short or long run, only if the forces governing the bal- 
ance of payments and exchange speculation are regulated. The exchange con- 
trol systems which were established in England, Sweden and Argentina 
operated on this basis. 

4. Foreign exchange depreciation usually exercised some influence over 
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the paper prices of international commodities. This conclusion is based 
largely on a comparison of the relative movements of the respective gold and 
paper prices of such commodities in England. Regardless of the absolute 
trend of the internal paper prices of international commodities, these prices 
tended usually to be relatively higher than corresponding gold prices after 
the exchanges depreciated in terms of gold. There is no indication that this 
differential represented a definite quantitative influence on the part of ex- 
change rates. Some paper prices of international goods apparently were in- 
fluenced to a greater extent than were others, but it is doubtful if exchange 
depreciation ever affected paper prices by the full amount of the discount in 
terms of gold because of the influence of various forces which seem to have 
operated directly to counteract the potential effect of exchange depreciation 
on paper prices. Probably the most significant of these were the depreciation 
of other currencies, intensification of foreign trade barriers abroad (fre- 
quently for this specific purpose), and diminished purchasing power of con- 
sumers in customer nations due chiefly to the deepening of the world de- 
pression. 

5. Contrary to some hypotheses, paper prices of international commodi- 
ties were not driven upward as an irresistible and inevitable consequence of 
exchange depreciation. In England it was observed that the sterling prices 
of some important foreign trade commodities actually fell after the suspen- 
sion of gold, while some others recorded substantial gains. The Swedish in- 
dex of raw material wholesale prices, evidently composed chiefly of imported 
commodities, was generally higher after the departure from gold, but export 
prices, measured roughly by the general index of domestic prices, apparently 
tended to fall somewhat until the second half of 1933. In Argentina paper 
prices of exported commodities actually fe// about as much as the peso depre- 
ciation in terms of gold. Import prices, on the whole, showed little or no 
tendency either to increase or to fall. 

6. The following conditions seem to account for the frequent failure of 
internal paper prices to rise in response to exchange depreciation. (a) The 
effectiveness of exchange depreciation as a price raising factor was impaired 
by various neutralizing forces. (b) Frequently, any increase of internal 
paper prices which might have been expected to result from exchange de- 
preciation was offset by the further decline of the corresponding gold prices 
in gold standard countries. (c) Various other forces may have tended either 
to suppress or to preclude increases of the paper prices of international 
goods. For example, the official currency policies of England and Sweden 
for several months following the abandonment of the gold standard prob- 
ably discouraged incipient internal price inflation considerably. Internal 
business lethargy, prevailing and prospective over-production of certain in- 
ternational commodities, and uncertainty regarding domestic and external 
economic conditions may also have played a significant part. 
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7. It thus appears that the theories of the interrelationship of internal 
prices and foreign exchange rates which hold that exchange movements af. 
fect internal prices must be revised and qualified. (a) There is no neces: 
and definite quantitative relationship between the two variables. (b) Inter. 
nal paper prices do not inevitably tend to move inversely to fluctuations of 
the foreign ene s. (c) As a rule, exchange depreciation tends to create 
a spread between the gold and paper prices of international goods, but even 
here peculiar circumstances may give rise to exceptional cases. 

8. Attempts to govern movements of the internal prices of international 
goods by manipulation of the foreign exchanges are as likely to fail as they 


are to succeed. As shown, there is no necessary or inevitable inverse rela- 
tionship between movements of exchange rates and internal prices. The ef- 
fectiveness of such schemes seems to depend largely, if not entirely, on con- 
ditioning circumstances. The failure of the United States gold purchase 
experiment may, ces °, be attributed to a faulty conception of the inter- 


relationship of foreign exchange rates and internal prices under inconvetti- 
ble paper currencies. 


Horace G. WHITE, Jr. 
Cornell University 
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INDUSTRIAL EXPANSION IN TEMPERATE 
SOUTH AMERICA? 

The ABC countries of temperate South America have been forced to attain a greater 
measure of self-sufficiency by the nationalistic policies of industrial nations. The trade bar- 
riers which have been erected in Europe and the United States against agricultural products 
and raw materials have placed these countries in the forefront of foreign trade decline. Thus 
their capacity to purchase abroad has been curtailed greatly. The only alternative to doing 
without certain products was to manufacture them within the country. After 1929, depre- 
ciated currencies, higher tariffs, exchange control, and the sheer inability to secure exchange 
created a distinct advantage for local manufacturers over importers. As a result new industries 
have been established and older ones have started the manufacture of new products. Much 
of this industrial expansion will be permanent, for vested interests have been created which 
are doing everything possible to fortify their position. Temperate South American countries 
will not become great industrial areas because essential raw materials are lacking, but they 
are producing and will continue to produce many articles which previously were imported. 

The economic position of temperate South American countries in relation 
to industrial nations has shifted rapidly during the depression years. These 
countries undoubtedly have passed through a period of adjustment, one 
which was characterized by a growth of industrial activity, offsetting de- 
lines in agricultural and mining activities. It is as yet too early to evaluate 
fully either the extent or the significance of this movement, but that the 
ABC countries have become more self-sufficing in relation to products pre- 
viously imported, and that vested interests have emerged which will serve 
to crystallize this change is evident both by observation within their bor- 
ders and by recourse to the limited statistical data available. 

Nationalistic tendencies are not dominant in these countries. National 
leaders fully recognize the desirability of a heavy volume of foreign trade. 
Nor is the press nationalistic in its attitude. An editorial policy more ortho- 
dox, from the point of view of an internationalist, than that of La Prensa 
of Buenos Aires is difficult to imagine. Yet notwithstanding the feeling 
among informed people that nationalistic tendencies were detrimental, and 
that the nation’s self-interest lay in a resumption of heavy foreign trade, 
still trade continued to shrink at an alarming rate and, as a corollary, addi- 
tional efforts were made to provide needed commodities within each na- 
tion’s borders.? National self-sufficiency to a greater and greater measure 
was forced upon these countries by the governmental policies of the United 
States and European nations. Independent judgment was of little moment. 
Self-sufficiency was the only alternative to a decreased standard of living in 
view of drastically lowered prices for exportable commodities and not only 
non-expansible but definitely contracting markets. 

Continental European markets have been practically closed to Argentine 
cereals and meats through trade barriers of every conceivable type—tariffs, 
quota systems, and license systems. Tariffs ranging from 85 cents to $1.60 

*The author is indebted to the Social Science Research Council for the grant under 


which the material for this article was secured. 
*Foreign trade reversed its downward tendency in the first six months of 1934. 
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per bushel on wheat have so stimulated home production that France, 
Italy, and Germany are practically self-sufficing. Germany, by using syn. 
thetic nitrates in place of those previously imported from Chile, has become 
self-sufficing in cereals and meats, which were previously imported from 
Argentina and Uruguay. Our own high tariff on Argentine chilled beef ef. 
fectively closed the United States market. The English market, for man 
years the chief reliance for meat exports, has been partially closed by the 
Ottawa agreements between England and other members of the British 
Empire. The state of mind in Argentina during the Ottawa Conference was 
one of considerable perturbation through fear that the English market for 
chilled beef would be greatly curtailed. While the action taken was less 
drastic than many expected, still a quota system was imposed and exportation 
from South America was limited. Numerous specific examples could be cited 
of the manner in which the nationalistic acts of industrial countries have 
hampered the export trade from South America, but it is sufficient to recall 
that between 1929 and 1933 the ABC countries were in the forefront in 
foreign trade decline. 

In order to contribute to our understanding of their present position let us 
note economic tendencies in the ABC countries during the past two decades. 
The World War placed demands upon these countries for food products, 
but because of limitations of supply and interference with transportation, the 
total quantities exported did not increase greatly during the war period. The 
value of exports, however, did increase to a marked degree. Later, after the 
end of the war, the quantity exported increased rapidly whereas the value 
remained about the same. This was especially true after 1924, when prices 
turned downward for most agricultural products and raw materials, includ- 
ing cereals, cotton, coffee, nitrates, tin, and lead. Argentine exports, which 
consist largely of cereals and meats, furnish a good example. 


INDEXES OF EXPORTS FROM ARGENTINA® 


Years Quantity index Value index 
1911-1915 100% 100% 
1916-1920 90 170 
1921-1925 116 170 
1926-1930 163 188 


* El Comercio Exterior Argentino en 1931 y 1930, Boletin no. 209, pp. 6 and 27. 


This table shows that the quantity of exports was actually less in the sec- 
ond half of the 1911-1920 decade than in the first half, also that the quantity 
of exports in the 1926-1930 period was almost double that of the 1916-1920 
period. Meanwhile the value of exports increased but little after the war 
years. Steady decreases in value were experienced after 1929 until 1934. 
In 1933 dollar value of exports was only 32 per cent of the 1929 figure. 

As regards mineral exports over a like period, much the same variations 
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in quantity and value are apparent as for agricultural products, although the 
variations are less pronounced. Nitrates and copper, both from Chile, com- 
prise the chief mineral exports. Therefore, attention will be given to Chilean 
export data. 

INDEXES OF EXPORTS FROM CHILE’ 


_— Quantity index Quantity index Value index 
Nitrates Copper All exports 
1911-1915 100% 100% 100% 
1916-1920 106 196 163 
1921-1925 83 321 135 
1926-1930 98 553 172 


‘Commerce Yearbooks, United States Department of Commerce, Bureau of Foreign 
and Domestic Commerce. 


Nitrate being a war necessity, Europe placed additional demands upon 
Chile during the war period. Exportation increased, but even for this product 
the quantity did not increase so greatly as might have been expected, whereas 
the value of nitrate exports about doubled. In the latter half of the 1921- 
1930 decade, despite synthetic nitrate production in all the industrial nations, 
exports were approximately as high as in the war years. Production in 1928 
actually exceeded the previous all-time high of 1917, a war year. 

In the case of copper, the most notable production and export increases 
came after, not during, the war years. Such rapid strides were made in the 
1921-1930 decade that Chile, in 1929, accounted for one-sixth of the total 
world production. The value of all exports in the meantime moved in a 
dissimilar course. There was a rapid rise in the war period, largely because 
of the higher prices realized rather than because of quantity increases. A re- 
duction followed, but the period 1926-1930 witnessed a return to a slightly 
higher level than that attained during the war period. Let us recall that in 
their foreign trade experience, Argentina and Chile are similar, although 
unlike products comprise that trade. Briefly stated, the value of exports 
increased by about two-thirds during the war and remained about constant 
during the ten-year period thereafter. The quantity of exports showed little 
change during the war period but increased rapidly thereafter. 

The forces behind these phenomenal production increases in cereals, 
meats, copper, and coffee and behind the maintenance of output in nitrates, 
despite synthetic nitrate developments, are numerous. During the war, indi- 
viduals and governments became accustomed to a certain level of revenue, a 
much higher one than formerly. The standard of living was measurably in- 
creased. Governments greatly increased the scope of their activities. Later, 
under a reduced price level, more and more was produced and exported in 
an attempt to secure the same value return. Natural resources for the increase 
of production were almost unlimited. Greater impetus was given by the 
downward tendency of prices after 1924; and the culmination in greater 
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output and in the building up of heavy stocks both in South America and 
abroad came in the latter part of the 1921-1930 decade. 

Cereal production in Argentina was aided by mechanization. This fact is 
demonstrated by the heavy sales of tractors, gang-plows, and harvesters, to 
whose use the broad, level Argentine pampas are well suited. Exportation 
of cereals almost doubled in ten years, and the ease with which farm machin- 
ery could be used was a factor of no little importance. Wealthy Argentines 
extended their holdings of land on the edges of that previously in use, and 
with the aid of power equipment broke it up for wheat, maize, and other 
cereals. Production was at low cost, and while supplies accumulated in other 
producing areas Argentina flooded the market. The almost complete absence 
of storage capacity adequately prevented holding the crop from one year to 
the next as was done in the United States and Canada. 

Investment by foreign concerns in Chilean nitrate and copper deposits 
was mainly responsible for the increased output of these minerals. Technical 
improvements appeared in mineral extraction, particularly in the extraction 
of nitrates through the perfection of the Guggenheim process. Production 
costs were reduced, and the hope was expressed that lower prices would 
induce larger takings by other countries and enable Chile to compete more 
favorably with synthetic producers. Such hopes in the main failed to ma- 
terialize, but large stocks were created on the basis of that expectation and 
because of the unwillingness of the nitrate companies to restrict operations 
unless absolutely forced to do so. In the case of copper production, costs 
were low in Chile, and this was sufficient reason for increased output. Rapid 
development of the electrical industry, particularly in the United States, 
prevented undue accumulation of copper for some years despite increased 
supplies from newer areas such as Chile and Rhodesia. Still, existing stocks 
were heavy at the beginning of the depression, and only artificial price 
control prevented price recessions at an earlier date. 

Doubtless other forces were influential in the rapid expansion of exports 


from these newer areas but those mentioned appear to be of major signif- 
icance. The general effect was that these countries in which production costs 
were low contributed heavily to a serious overproduction, heavy surpluses, 
and a continually weakening price structure after 1924. Evidence of such 
maladjustment might have been noted two or three years prior to 1929 
as a warning of impending difficulties. After 1929 the upward tendency of 


exports was reversed and volume diminished rapidly. 

Turning our attention to the import side of the foreign trade experience 
of the ABC countries, we find that the volume increased markedly during 
the two decades under consideration. This is not surprising in view of the 
value increase in exports during the war. But after 1920 the value of imports 
increased at an accelerated pace, whereas the value of exports remained 
almost stationary. Only by means of heavy borrowings from abroad and 
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through investment by foreign concerns could such a large volume of 
product have been imported between 1920 and 1930. This method of 
payment could not continue indefinitely. It is essentially self-destructive, for 
eventually dividend and interest requirements would exceed new invest- 
ments. 

A thorough analysis of the loans to the South American republics is 
unnecessaty. Many such analyses have been made. It may be said briefly 
that neither in present nor in future ability to pay was the greater share 
of the loans justified. The chief indictment was that they were not used for 
productive purposes. Rather, they were habitually used to meet current 
administrative deficits after extravagant and wasteful governmental expendi- 
ture. Securing another loan was the accepted mode of escape from embar- 
rassing financial situations. Often loans were partly used to finance costly 
and questionable governmental activities such as the valorization of coffee 
and the operation of railroads. In summary, they were habitually applied to 
capital objects only remotely productive of goods for export or to reduce 
the need for imports, and therefore means were not provided for debt 
service or repayment. 

Loans to Latin America practically ceased in 1929, and a complete break- 
down in trade relationships soon followed. With this marked decline in 
loans came a drastic decline in imports, chiefly from the United States. 
Regrettably, four South American countries head the list of all important 
nations in the extent of their decline in foreign trade. Between 1929 and 
1932 the average decline in imports for the world was between 60 and 65 
per cent, but that of Chile was 87 per cent; Peru, 78 per cent; Brazil, 75 per 
cent; and Argentina, 74 per cent.* Imports from the United States showed 
an even greater decrease, and England regained the first position as the 
supplier of Argentine needs. 

What followed in South American countries in conjunction with the 
shrinkage in foreign trade is now a matter of record. Depreciated currencies, 
higher tariffs, exchange control, and moratoria on debt service constituted 
the sequence of events between 1929 and 1932. Argentina raised all tariffs 
a flat 10 per cent. This was in reality a 38 per cent increase, since the average 
tariff paid on dutiable merchandise in 1930 had been 28 per cent. Tariff 
increases in Brazil and Chile were even greater. Exchange control was 
instituted by all three countries in the middle of 1931. Chile declared a 
moratorium on debt service on July 15, 1931; and Brazil took similar action 
on September 19. While Argentina, to her great credit, has maintained 
service on her national external debt, many of the Argentine states and 
municipalities have been obliged to default. Accompanying these happenings 
involving reduced imports, unstabilized currency, higher tariffs, and mora- 
toria on debt service, and largely as a result of them, there has appeared a 


"J. B. Condliffe, “Vanishing World Trade,” Foreign Affairs, July, 1933, p. 646. 
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little noted but marked stimulation to industry. Let us recall the Opening 
statement of this article; namely, that the ABC countries have been passin 
through a period of economic adjustment, one which is characterized by a 
growth in industry, offsetting declines in agricultural and mining activities, 

Evidences of both new and rejuvenated industrial activity abound, but 
let us first examine the causal factors more closely. First among them in 
order of time was currency depreciation. In Argentina, for instance, the peso, 
which has a par value of 42 cents, depreciated to a value of about 25 cents. 
For many months before the United States went off the gold standard the 
official rate established by the Exchange Control Board was 3.88 Pesos per 
dollar, or a peso value of 26 cents. With a decrease in the value of the peso 
in relation to foreign currencies, importers were forced to increase their 
peso prices to Argentine consumers in order to secure the same amount for 
their products in dollars, English pounds, or other foreign currencies. Prices 
of imported commodities would have been increased about 60 per cent 
had there been an exact equivalence between peso depreciation and price 
increase. Local manufacturers were placed at a decided advantage over 
importers, for their costs of production were increased only to the extent 
that imported raw materials entered into their finished products. Costs of 
native raw materials, labor, and overhead costs were little influenced by 
currency depreciation. Therefore, in spite of the fact that the domestic article 
was often inferior in quality to the imported one, still importers were unable 
to compete successfully with domestic manufacturers. 

Of like effect were tariff increases. While higher rates were applied pri- 
marily to maintain governmental revenues in the face of decreasing imports, 
still the effect was to stimulate home industry. In Argentina, as noted 
previously, 10 per cent was added to all existing duties, and this constituted 
an average increase in duties of about 38 per cent. Some increases were made 
in basic rates as well, and certain reclassifications had the effect of an increase. 
Such upward tariff readjustments could not fail to improve the position of 
local industry, at least temporarily, especially in marginal cases in which 
the protection previously given was not quite sufficient to permit manu- 
facture on a profitable basis. It should be observed also that raw materials 
were mostly on the free list of Argentine imports and thus were not affected 
by the general increase in import duties. Therefore an advantage was given 
to the local producer over the importer even in those industries in which 
the raw materials were largely imported. 

Even though heightened tariffs and depreciated currency were impotent 
in withholding imports, other forces succeeded in doing so. One of these 
was the sheer inability to obtain exchange even though goods could be 
imported and sold at a profit under existing exchange rates. Exchange 
control boards in these countries dictated the allotment of exchange, and the 
importer was at the mercy of these organizations. While there was a floating 
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supply of bootleg exchange, it was limited in amount and there was always 
doubt whether such exchange could be purchased legally. Many importers 
would have willingly paid the higher rates of the bootleg exchange market, 
but the question of legality and the possibility of later action by the govern- 
ment made them hesitant to do so. Therefore, if the exchange control 
authorities did not grant exchange to an importer, he could not continue 
to do business unless he continued to sell in the hope that exchange would 
soon be forthcoming. But the extent to which an importer or a foreign 
manufacturer will continue to sell goods and accumulate balances in foreign 
currencies for which there is little immediate chance of remittance is neces- 
sarily limited. Representatives of North American companies had many 
bona fide orders which could not be filled because their parent organizations 
refused to make further shipments until frozen balances in South American 
banks were transmitted to New York. The orders were taken at a price 
which would allow a profit at exchange rates considerably above the official 
rates established by the Exchange Control Boards. Therefore it was not the 
higher price necessarily charged for the imported product because of currency 
depreciation and tariff charges but arbitrary control which withheld im- 
portations. 

Then, also, the exchange control boards prepared and were guided by 
preference lists in the allocation of exchange. The object in view was to give 
preference to those products considered as necessities in the national econ- 
omy, such, for instance, as certain raw materials needed but not existing 
within Argentine borders. Even for products toward the head of the list 
it was sufficiently difficult to procure exchange cover. For products regarded 
as luxuries, which were in the lower ranges on the list, little if any exchange 
was granted. Such products were also particularly subject to increased tariff 
charges and at times to extra internal taxation because of their foreign 
origin. As a result of these influences the manufacture of pharmaceuticals, 
beauty products, and other small-value consumers’ goods has been enjoying 
what might be termed a boom period during the past few years in both 
Brazil and Argentina. 

Among other forces influential in industrial growth should be mentioned 
the activities of the foreign branch plants and public utility companies 
located in these countries. Such organizations have done everything possible 
to encourage local manufacture. The incentive to do so was an urgent one. 
The situation was briefly as follows. Exchange had been needed for two 
purposes: to purchase parts, supplies and equipment abroad, and to remit 
earnings. Because of inability to obtain exchange, huge balances in national 
currency were accumulated. Often public utility concerns were actually forced 
to bring in new capital, for exchange was not forthcoming even to cover 
indispensable imports such as repair parts. Practically no exchange was 
gtanted for the remittance of earnings. The result was that these concerns 
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wished to use their plentiful supply of pesos or milreis for purchases locally 
and thus avoid importations for which exchange was needed. Local concerns 
were induced to start manufacture of needed items. Technical advice and 
service were freely offered and accepted. One public utility concern stated 
that, whereas in 1928 and 1929 approximately 80 per cent of its purchases 
had been made abroad, in 1932 and 1933 a like percentage was secured in 
Brazil. Such a statement, while indicating new industrial activity, should 
not be taken at its face value, since ‘‘secured in Brazil” does not necessarily 
denote ‘‘production” therein. Furthermore, in the earlier period, a greater 
proportion of the products needed by public utilities consisted of generating 
equipment, and even now such equipment would have to be imported. The 
work done by utilities in the past three years has been mostly on domestic 
installations and maintenance. Products for these activities, such as poles, 
low-tension transformers, conduit, insulated wire, meters, safety fittings, 
and numerous small items, are now produced in Brazil. 

Reliance must be placed on observation and occasional estimates to picture 
the extent of industrial expansion. Official industrial statistics in the ABC 
countries are almost non-existent except for the state of Sao Paulo in Brazil. 
The last industrial census in Argentina was taken in 1914. But estimates for 
specific industries are made from time to time which, though of question- 
able accuracy, do give worth while indications of change. For instance, 
estimates for the Argentine tcxtile industry show a remarkable growth in 
the past five years. In this period, one of world-wide industrial stagnation, 
an industrial boom has been a rarity indeed, but the Argentine textile indus- 
try has experienced a boom which has never been equalled in its history. 
Mills have extended their capacity and worked two or three shifts daily 
in order to meet demands. In the meantime (1928-1932) the importations 
of British woolens and worsteds decreased 58 per cent. Importation of 
British cotton yarns increased 68 per cent and the six cotton yarn mills in 


Argentina worked at capacity to meet the demands of local weavers. In 
Brazil, also, the textile industry is active and has been able to substitute the 
domestic product for importations. 


Notable advances have been made in other lines as well. Among these 
are pharmaceuticals and beauty products, paper, leather products, containers 
of all types, and wooden products including furniture and cabinets for 
radios and refrigerators. Manufacture has started in small iron and steel 
products such as bolts, springs, batteries, cutlery, flatirons, enamelware, and 
those previously mentioned as used by the public utilities. Many of these 
products were not manufactured previous to 1929. Others such as textiles 
and furniture have been produced for many years but have received a new 
impetus from recent events. 

The impression should not be given that all Argentine and Brazilian 
industry is altogether prosperous. Such is not the case. Many establishments 
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have passed through a difficult and far from prosperous period. Those con- 
cerns which did not formerly have to meet foreign competition have expe- 
rienced no stimulus from a restriction of imports. A lessened purchasing 
ower has caused decreases in the total volume of goods demanded. But 
the ABC countries have made notable industrial advances in the past few 
years. There is probably no major section of the world in which there is 
greater industrial activity relative to pre-depression years than in temperate 
South America. 

The question arises whether this industrial growth is economically justi- 
fable, and also whether it will be permanent or merely the transitory effect 
of a disordered world economy. The answer depends on the tests applied to 
determine what is justifiable. If the test be freedom from the need of tariff 
protection, then only the production of food products, coarse textiles, knitted 
wear, leather products, and possibly furniture is justifiable in Argentina. 
But this is an outworn and discarded test if we judge by the actions of 
nations instead of by the theory of international trade. Whether industries 
are justifiable or not by such a test is now of little moment. 

Europe and North America have decided that it is to their advantage to 
disregard the fact that many products could be imported from South America 
at a price appreciably lower than the cost of home production. The ABC 
countries have no other recourse than to attempt production of many articles 
previously secured from Europe and North America. The words of Luis 
Duhau, Argentine Minister of Agriculture, state the case clearly: 


Our capacity to purchase abroad has been greatly reduced by factors over 
which Argentina has no control. The question then is as follows. Because of the 
impossibility of importing the products which we need, shall we do without them 
and thus deprive the Argentine population of the goods to which it is accus- 
tomed, or shall we produce them with our own labor and materials even if the 
cost is higher ?4 
There is ample evidence that the latter question is being answered im the 
afirmative. While there is little likelihood that temperate South America will 
become a great industrial area in view of its lack of essential raw materials, 
still the ABC countries can obtain by their own direct efforts many goods 
and services which were previously obtained in exchange for agricultural 
and mineral products. This privilege of exchange is now denied them in 
part by industrial nations. 

Whether industrial advance will be followed by retrogression is a ques- 
tion which will be answered only by the passage of time. Still, the trend of 
events in both South America and Europe leads to the conviction that much 
of it will be permanent. When industrial growth or agricultural expansion 
is fostered by protection against importations, such protection is in the nature 
of a commitment to certain sectors of the population. Tariff history provides 
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ample proof that such commitments are not easily rescinded. Vested napa 
arise and later gain strength and authority. In Europe, for instance, 
cultural interests have been given the benefit of high tariff protection. It now 
appears improbable that Mussolini or Hitler, or that France, will soon 
relinquish their dearly gained measure of self-sufficiency in cereals and meat 
products and return ‘to Argentina, Uruguay, and Brazil for the previous 
volume of supplies; or that England will soon rescind its commitments made 
to other parts of the British Empire at the Ottawa Conference and th 
restore to South American suppliers the export volume given to South Africa 
and Australia. Nor is it logical to assume that the production of synthetic 
nitrates will be abandoned and the markets for Chilean nitrate thus restored. 
But only the restoration of lost markets will overcome the need for greater 
industrial activity in the ABC countries. 

Vested interests have been created in South America likewise, but on the 
side of industry rather than agriculture. In Argentina those interested in 
the consolidation and defense of industrial gains have been particularly 
active. Most important concerns are associated in the Union Industrial 
Argentina, and this organization misses no opportunity to espouse the cause 
of industry. Now there may even be some question of the relative strength 
of the Union Industrial Argentina and the influential and time-honored 
association of wealthy landowners, the Sociedad Rural Argentina. The sig- 
nificance of this statement is apparent when it is noted that the latter organ- 
ization has been a dominant force in Argentine economy and politics for 
decades. The accumulating strength and prestige of the active industrial 
group give assurance that the recently acquired advancement in industry 
will not be relinquished without bitter struggle. The emergence and asso- 
ciation of vested interests have served to crystallize the change to a greater 
measure of industrial economy, and each day that passes under present 
conditions lessens the likelihood that these countries will later revert to their 
former degree of dependence on importations from Europe and North 
America. 

D. M. PHELPS 

University of Michigan 
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COMMUNICATION 


Economic Service 


The term “goods and services” in economics, has been bandied about so much 
that, like another generic idea, “supply and demand,” it has become shopworn 
through much heavy duty and careless use, and is slipping into the limbo of 
yagueness and confusion. 

The word “services” is here under scrutiny. Originally, it undoubtedly meant 
those functions of physical and mental powers that enter into production or satisfy 
wants as a personal ome An example of a physical power would be, of 
course, the work of a laborer, just as a mental power may be expressed by the 
service of a physician. 

However, with the growth of public utilities, the meaning of services has 
been unwarrantedly stretched to include their “products,” whether water, gas, 
transportation, electricity, or other utility. Now, whether or not the euphemism 
of “rendering a service” is responsible, particularly as preached by the public 
utilities themselves, when what is plainly meant is reaching after a profit, is 
uncertain; but the fact remains that “rendering a service” and the selling of 
what the utilities vend have become synonymous. 

Yet, when it is considered to what lengths clear thinkers have gone in the 
matter of criticizing and sharpening definitions, it is strange indeed that this 
word “service” has not come under fire. Unquestionably, there is need for clari- 
fication, or at least subdivision—or even the coinage of new words—to cover 
service and services. 

A public utility furnishing water may be selling a service, but undoubtedly 
it is furnishing a commodity. The conception is not so clear in the case of elec- 
tricity, the telephone, transportation, etc. This thought brings in the question 
of just what a commodity really is: Do commodities differ in kind or degree; 
are there “pure” commodities and services, and quasi-commodities and services? 
The question is of interest, but beyond the scope of this note which confines 
itself to electricity as a service. 

Granting that a commodity may be said, roughly, to be characterized by utility, 
scarcity, transferability, and matter, is electricity a commodity; and is its sale a 
service? Just as psychology has forced new concepts of value, so physics is 
forcing new concepts of commodities and services. 

Electricity is beyond quibbling a form of matter, which in turn is a form of 
energy. Its component parts have been weight-analyzed as follows: The mass of 
negative electricity, the electron, is 9 x 10-** grams, and the mass of positive 
electricity, the proton, is 1.6 x 10-** grams, being about 1,800 times heavier than 
the electron. Is there any real distinction between delivering lumps of coal or 
“lumps” of electricity? Since it has weight, it is material; being material, it 
becomes a commodity in the true sense of the word, an economic good; it is 
not a service. 

The laurels of service for public utilities are uncertain. 


SAMUEL WILCOX 
University of Virginia 
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REVIEWS AND NEW BOOKS 
General Works, Theory and Its History 


Thorstein Veblen and His America. By JOSEPH DORFMAN. (New York. 
Viking Press. 1934. Pp. 556. $3.75.) 

This is ‘a rare book,’ happily not yet so, however, in the book col. 
lector’s sense of the phrase. It is a superb biography. Its great merit js 
that it is strictly that; it does not pretend to be more, or content itself with 
being less. There are few men living today who might not learn from 
Veblen. If not from the catholic range of his knowledge, or from the 
wisdom exhibited in organizing, interpreting and synthesizing it, then a 
the very least from the unmatched rigor of his objectivity in the probing 
analyzing process which yielded him that knowledge. His Olympic poise 
was imperturbable.* 

The second merit of the book is the self-effacement of the biographer. 
Seldom does he obtrude himself upon the simple narrative of Veblen’s life 
or the straightforward presentation of the substance of his writings. In 
scarcely a score of instances through the 500-odd pages of the volume does 
the author venture to express an avowedly personal opinion upon a de- 
batable point, for example, regarding Veblen’s meaning in some obscure 
passage or perhaps the significance of some critic’s animadversions. Even 
in these few instances the author avoids truculence or an overbearing self- 
assurance. 

From the foregoing it is not to be implied that Mr. Dorfman has not 
exercised judgment in the selection and arrangement of material. Thut, 
of course, was inescapable. And the task has been discreetly done. The 
test of the biographer’s skill in this selective process scarcely arises in con- 
nection with the outward incidents of the life. The difficulty here arose 
from the paucity, not from the plethora, of facts. What was chiefly te- 
quired was diligent assembly, rather than judicious selection. The book 
affords abundant evidence of the indefatigable industry of its author. It 
is doubtful that much will be added henceforth to our information about 
the personal characteristics, habits, experience of this elusive and enigmatic 
figure. This much is certain: he had few confidants and no confessors. 
From the four or five persons living who knew him long and intimately, 
at least as intimately as it was possible to know Veblen, the author appeats 
to have obtained unreserved codperation.? He has traced him from his 


recusant Minnesota boyhood, and even back to his unsophisticated, scepti 
* Perhaps his patience and placidity came from the well-grounded conviction that nothing 
Fate could do to him c ld P sibly rival what he was doing to Fate. 
? Judging solely from wi t li es between the covers of this book, there may possibly be 


one exception to this. 
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al Norwegian progenitors, through his hectic university career and his 
discouraging experience as a publicist, to the bitter, solitary end. 

The author has adequately sketched the outlines of prevailing thought, 
current issues and outstanding events as a background for Veblen’s activi- 
ties in succeeding periods. It is worthy of note, also, that Veblen’s indebted- 
ness to his contemporaries is not minimized. The influence upon his in- 
tellectual development through his parents, Charles Pierce, Spencer, Marx, 
Boas, Bellamy, Loeb, Ward and Dewey is found to have been signal if not 
crucial.* 

In the summary description of Veblen’s works, following throughout a 
strictly chronological order, Mr. Dorfman has exhibited genuine craftsman- 
ship. To preserve some suggestion of the fluency of Veblen’s style and the 
subtlety of his wit without sacrificing the close texture of his thought or 
obscuring the incisiveness of his discriminating judgment, was an assign- 
ment to repel the most gifted scholar no less than the most devoted disciple. 
But the author has achieved an amazing success in this difficult under- 
taking. At the same time he has kept the direct quotations within man- 
ageable space limits.‘ 

The book has its limitations, even its defects, as well as its merits. Its most 
serious limitation, which is in no sense to be identified with a shortcoming 
(if that implies a certain degree of “culpable negligence’”” somewhere), 
is the absence of any attempt at a critical interpretation of Veblen’s thought. 
Veblen, himself, so far as the reviewer knows, never undertook to formu- 
late succinctly his ‘“‘philosophy.”” But it lies embedded in his writings. The 
influence of the man and his works has been so profound and so pervasive, 
even in this generation, as it will certainly continue to be in the next, that 
eventually the task will have to be undertaken of tracing each separate 
strand of the warp and woof of his thought until there is revealed the 
composite design of the fabric which he wove. 

The defect is minor. Throughout the book there is a tendency to present 
Veblen as a person who in appearance and manner was, to put it a little 
stronger than is actually done, for emphasis, rather slovenly. The impres- 
sion is conveyed, largely, it must be acknowledged, not directly by the au- 
thor but through the quoted comments of his former students, that Veblen 
was of that type of “intellectual” so absorbed in ideas that he was indif- 
ferent to creature comforts and personal neatness. Nothing could be farther 


*It is perhaps significant that of his immediate mentors only Pierce appears to have con- 
tributed significantly to the formation of his basic ideas, though the list includes J. B. 
Clark, H. B. Adams, and W. G. Sumner. The reviewer surmises, however, that the influence 
of Sumner’s method was greater than Veblen chose to acknowledge or than the author allows. 

*An unchecked estimate would be that these summaries, which cover everything known 
to have been published by Veblen, even to his book reviews, and as well numerous un- 
published papers, comprise perhaps two-thirds of the book. The special distinction of these 
sections is the facility shown in epitomizing Veblen without immolating him. 
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from the truth. The reviewer cannot recall a scholar in his whole academi 
experience more fastidiously neat than was Veblen. It is true his clothe 
were not “in the mode.” 

There was one personal characteristic acquaintance with which mor 
than anything else would have helped to dispel the misleading suggestion 
that Veblen’s ‘‘practice’’ and his ‘“‘preaching” were in conflict.* Yet so fa 
as the reviewer could find no reference is made to it in the book.’ Veblen 
was an epicure. Whenever it was feasible, and often at no paltry sacrifice 
he obtained the choicest foods, condiments, beverages and fruits. Not in- 
frequently these came on special orders direct from the grower or producer 
in remote regions: cheese from Holland, cocoa or chocolate from the East 
Indies, fruits from the tropics. There was no sybaritic taint in this choice 
of good things for his table. It was simply the indulgence of a discriminat. 
ing taste and a dainty appetite. Thorstein Veblen may have buried hedonism 
and mortally wounded mammon, but after all that prowess, never in his 
most cynical mood did he issue, or in his most desolate extremity did he 
accept, an invitation to a Barmecide feast. 

Myron W. WATKins 

New York University 


The Douglas Manual: Being a Recension of Passages from the Works of 
Major C. H. Douglas Outlining Social Credit. Compiled by Pur 
MairET. (New York: Coward McCann. 1934. Pp. 116.) 


Mr. Mairet has successfully accomplished the purpose as set out in his 
foreword: ‘The aim of this handbook is to provide a completely representa- 
tive and authoritative statement of the principles of the New Economics 
formulated by Major Douglas in a single volume of extracts taken from 


* Compare the descriptions on pp. 260, 274 and elsewhere. It should be noted that a 
more accurate picture is drawn on p. 313, but there is no attempt to overcome the false 
impression earlier created, by emphasizing the greater trustworthiness of this evidence. 

* Of course, Veblen never “preached” anything. But he did sharply distinguish standards, 
also ends. The auditor could usually judge without difficulty what sort of standards or 
ends Veblen preferred. The personally unacquainted reader has a handicap in this respect. 
Nevertheless, it is submitted he need not be preternaturally sagacious to determine from 
Veblen’s text where Veblen’s interests lay: in matter-of-fact as against make-believe, in 
material well-being as against invidious distinction. 

"The nearest approach to it was the mention (p. 305) of the superior grade of his 
cigarettes. But on this very same page it is stated, referring to Veblen’s household fumi- 
ture made by his own hand—doubtless to gratify the instinct of workmanship—that “the 
‘chairs’ were hard and they lacked backs.” The reader is given practically~no alternative 
but to accept the cumulative suggestion of asceticism. But the descriptions, anecdotes and 
off-hand characterizations upon which this suggestion is built up deserve scrutiny. Thus i0 
respect to the hand-made furniture the reviewer stoutly maintains that those chairs wert 
not hard and that they did have backs! He has sat in them—sometimes for as long as four 
or five hours at a stretch and he does not recall either stiffness or weariness, but only 1 
luctance, upon rising. Perchance, of course, that circumstance may be otherwise explained. 


1025 


1935 
Majc 
at ti 
thei 
taker 
and 
Econ 
Pres 
and 
| 
To] 
of « 
doul 
reco 
is a 
it 1 
low 
witl 
fett 
(p. 
muti 
pri 
cen 

tal 
has 
trit 
this 
cre 
tec 
mc 
po 
of 
the 
in 
ne 


1935] General Works, Theory and Its History 287 


Major Douglas's own writings.” While the continuity is a little difficult 
at times, it is as good as could be expected where excerpts are lifted from 
their contexts without connecting statements by the editor. Passages are 
taken directly from Major Douglas’s The Monopoly of Credit, The Control 
and Distribution of Production, Credit Power and Democracy, Social Credit, 
Economic Democracy, The Breakdown of the Employment System, These 
Present Discontents and the Labor Party, Warning Democracy, The New 
and the Old Economics, and The Macmillan Report. 

In every generation and in every country there have been new economics. 
To Major Douglas, the ogre which threatens our civilization is the control 
of our financial system by bankers. In combating the evil “there is no 
doubt whatever that the first step toward dealing with the problem is the 
recognition of the fact that what is commonly called credit by the banker 
is administered by him primarily for the purpose of private profit, whereas 
it is definitely communal property. . . . The banking system has been al- 
lowed to become the administrator of this credit and its financial derivatives 
with the result that the creative energy of mankind has been subjected to 
fetters which have no relation whatever to the real demands of existence” 
(p. 20). The expansion of credit in our economic system is really com- 
munal in nature and, according to Douglas, should not be the source of 
private profit nor of power for the bankers. This idea is strangely reminis- 
cent of Henry George and his concept of rent as a social value. 

It would seem we are all slaves of this modern Simon Legree who main- 
tains his power through his control of credit. Even the lowly professor 
has not escaped this slavery. ‘““Their failure to make any noticeable con- 
tribution to the solution of the problems within their special fields can, I 
think, be explained by incompatibility of any effective solution with the 
credit monopoly which is at once their employer and critic” (p. 47). 

Major Douglas is an engineer, and, as such, has concerned himself with 
technical phenomena without giving sufficient weight to the economic. 
“The primary fact on which to be clear is that we can produce, at this 
moment, goods and services at a rate very considerably greater than the 
possible rate of consumption of the world, and this production and delivery 
of goods and services can, under favorable circumstances, be achieved by 
the employment of not more than 25 per cent of the available labor, work- 
ing, let us say, seven hours a day” (p. 55). 

We have Mr. Mairet to thank that he has made this particular brand of 
“New Economics’ so easily accessible and in such a form that little time 
need be spent on it. 

WALTER F. CROWDER 

University of Iowa 
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Lectures on Political Economy. Vol. 1. General Theory. By KNUT Wicx. 
SELL. Translated from the Swedish by E. CLASSEN. Edited by Lione, 
RosBINS. (New York: Macmillan. 1934. Pp. xxiii, 299. $2.50.) 

The first Swedish edition of Wicksell’s first volume of the Lectures on 
Political Economy appeared in 1901. Twelve years later, Pigou, in a short 
review of the German translation wrote (Economic Journal, Dec., 1913, pp. 
605-606): “The somewhat laborious character of the exposition, coupled 
with the general familiarity of the ground covered, makes it unlikely that 
this new textbook will find many English readers—unless, indeed, an Eng. 
lish as well as a German translation is produced.”” As Pigou predicted, lack. 
ing an English translation, Wicksell’s Lectures had little attention from 
English readers. 

The temper of Lionel Robbins’ introduction to the English translation 
indicates that he does not assent to Pigou’s earlier judgment that the neglect 
of Wicksell’s Lectures was partially merited. For Robbins regards Wicksell 
highly enough to compare him favorably with Edgeworth, Marshall, and 
Wicksteed and, after commending his capacity for generalization, to credit 
him with a part in the foundation of the marginal productivity theory and 
of the concept of optimum population. Robbins cites the quality of the 
exposition as an example of Wicksell’s architectonic instinct and, at least in 
part of the discussion of value theory, of his ability to explain with “clarity 
and exactitude.” 

In addition to giving to Wicksell the repute among English-speaking 
economists which he deserves, Robbins believes that the English translation 
will serve as a text for advanced students, and for “‘any natural scientist who 
wishes to get a general view of what theoretical economics is about, and to 
what extent it is scientifically respectable.” 

Volume I of the Lectures presents a solution of the problems of value 
and distribution by the use of the concept of margins. The second volume, 
to be sold separately, treats the subject of money and credit. 

For the first hundred pages (Part 1) the idea of margins is applied to 
value under the assumption that “goods exist in given quantities for a 
certain consumption period” (p. 97). Wicksell’s choice of assumption al- 
lows all the advantages and disadvantages of a discussion of value which 
has been sundered from a direct consideration of costs. The main analysis 
stands explicitly on the marginal utility theory of Menger, Jevons, and 
Walras. The exact connection between utility and exchange, which Robbins 
mentions, unfolds in a series of consecutively more complicated cases: the 
exchange between different uses for one good; the exchange at given prices; 
the exchange of two goods between two isolated individuals; and lastly, the 
exchange of two, and then three or more goods, under free competition. 

In Part 2, likewise of about one hundred pages, margins are employed 
in analyzing production and distribution under the assumption that “pro- 


290 Reviews and New Books (June 


of cu 
Th 
chan§ 
main 
both 
mut 
duty 
end 
but t 
trast 
wor 
para 
of tl 
labo 
] 
aSSu 
the « 
take 
pop 
in tl 
is t 
Part 
the 
\ 
thec 
Bol 
othe 
dist 
excl 
inci 
is 
a re 
pag 
Ca 
rev 


1935] General Works, Theory and Its History 289 


juction is carried on at given prices for all products” (p. 196). Here the 


s marginal productivity theory is developed as the determinant of wages and 
a rent in a system without capital; and later, in a system which uses capital, 
1s a determinant of interest. Wicksell’s determination of interest, of which 
0% TEM obbins says, “his eclecticism rises to the point of pure genius,” is a modi- 
on gcation of B6hm-Bawerk’s theory. Briefly he explains interest as “the dif- 
PP: HMM «rence between the marginal productivity of saved-up labor and land and 
- of current labor and land” (p. 154). 
tat Thus the discussion of exchange ratios assumes that production is un- 
ing. 


changed, while the discussion of production assumes that exchange ratios re- 
main constant. These two abstractions disencumber the analysis but, when 
both are relinquished and exchange and production continue side by side, 
mutually determining each other, the analysis becomes difficult. It is the 
duty of two short sections, one at the end of Part 1 and the other at the 
end of Part 2, to explain the interrelations between production and value; 
but the task is too great. The curtness of these two unifying sections con- 
trasts with Wicksell’s habitual course of explanation in which he often 
works out, with words, diagrams, arithmetic, and algebra as many as four 
parallel explanations. If one were to wish for a change in the proportions 
of this volume, he might well wish that these two sections had been more 
laboriously treated. 

In the discussion of distribution the same difficulty in the removal of 
assumptions is present only in the case of interest. With rent and wages 
the question does not arise; for, permissibly, the supply of land and labor is 
taken as given data. The first Swedish edition did include a chapter on 
population, but it disappeared from the second edition, and did not reappear 
in the posthumous third Swedish edition, from which the present translation 
is taken. With capital, changes in the supply cannot be overlooked; and 
Part 3, eleven pages in length, considers the accumulation of capital. But 
the relation between the accumulation of capital and its demand is slighted. 
Well integrated with the main argument are digressions into details of 
theory which will interest the advanced student. There are criticisms of 
Bohm-Bawerk, Ricardo, Adam Smith, Mill, Marshall, Pareto, Cassel, and 
others. Such topics as unstable price equilibrium, the effect of inventions on 
distribution, the stability of the rate of interest, and the gain from free 
exchange, are explored. 


an _ Wicksell does not claim originality in the main argument nor in the 
incidental issues; quite the opposite. His dislike for claims to originality 


is manifest in his review of Cassel’s Theory of Social Economy, which, with 
a review of Akermann’s Realkapital und Kapitalzins are tacked on as eighty 
pages of appendices to the book. From start to finish Wicksell deprecates 
Cassel’s pretense to discoveries and, near the end of a bitterly negative 
review of certain interest to all who have been influenced by Cassel, writes 
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“he could have enormously improved his book if he had cared mote fe, 
the subject than for his own self-esteem” (p. 256). His modesty and his 
deference to the work of predecessors no doubt contributed to Pigoy 
characterization of the German translation as a “critical exposition rather 
than an independent contribution to learning.” 

Whether or not the nature of the contribution is considered “original” 
or the presentation “laborious” in spots, the book will be enlightening to 
all who are interested in the central problems of economics. It is said 
Robbins to be supplementary to Wicksteed’s work, since Wicksell is ob. 
jective where Wicksteed is subjective. But it may be held, too, to be 
plementary to Marshall, since both aim to picture the same process, but 
use quite different abstractions. Those responsible at the University of Lon- 
don for making available in English yet another of the outstanding works 
of foreign economists are to be sincerely thanked. 


R. S. Howey 
University of Kansas 


Relazioni di Studi su lo Stato e la Vita Economica: Commissione Nazionale 
Italiana per la Cooperazione Intellettuale. Annali di Economia, Vol. 
IX, No. 2. (Padova: Milani. 1934. Pp. 150-565.) 

All of these papers were read at an international conference called by 
the League of Nations at London in 1933. They concern only the con- 
temporary Italian state, which they illustrate competently from many angles. 

Since, in the eyes of many, the fascist system has never lost its aspect 
of the irruptive and uncompromising, interest will attach first to the essay 
on the logic of the corporative system. De Stefani and Amoroso contend 
that the corporative system springs from the eternal truths of classical eco- 
nomics, goes beyond these truths but never denies them. Essentially the 
classical system is mechanical, each cell facing the rivalry of other cells 
and the natural limits imposed on economic goods. In price, marginal utili- 
ties are equalized. But now begin contradictions. It is not true that everyone 
carves his own fortune, since rent is a conjunctural gain, the Ricardian 
theory leading to Marx. It is not true that competition has tended to 
eliminate profit, since concentration has arisen, even under political protec- 
tion, bringing the major contradiction of all, plutocracy. Again, as the his- 
torical school has pointed out, it is not true that reality will fit into a static 
scheme. Finally, it is not true that the determinist character of classical 
economics must be accepted, since man is not helpless against economic 
forces. Often what happens depends on the ideas that men have. To both 
active and inert forces in society must now be added directive forces, for 
which there is no parallel in the physical world. Man’s ability to foresee 
and mould the future is recognized in speculation and manipulation of the 
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rate of interest. Above all, the directive forces, through political action, may 
control production. 

The corporative system retains private initiative; but private property, 
which was never absolute, as devaluation and feudal limitations show, it 
curbs. Monopoly, whether of industry or labor, and all private and cor- 
porate aggrandizement—a state within a state, under capitalism-—it destroys. 

In the essay dealing with capital and labor, by Rocco, Asquini and Az- 
zariti, the position is taken that the state must control all forces within it. 
Every vestige of anti-state activity, whether by labor or by trade associations, 
must be excluded. The Labor Court is superior to the method of arbitra- 
tion. Both strikes and lockouts are unlawful, the interests of production 
being above those of either capital or labor. 

Discussing agricultural policy, Serpieri maintains that population is the 
first guarantee of defense of the nation; that since population does not 
thrive in the cities, the state’s first concern must be for the wholesomeness 
of rural life. But more: national subsistence depends on agriculture. In a 
world where comparative costs may change, food supplies must not be at 
the mercy of international trade. Hence a policy of state encouragement to 
agriculture. Here Professor Mortara enters to outline the stages of help, 
noting that increases of output have been accompanied by lowered unit 
cost. 

Other essays deal with public works, manufactures, money and credit, 
general tariff policy, and help to make the volume what it is: a rational 
description of the fascist state and its workings. 

ROBERT F, FOERSTER 

Princeton, New Jersey 


NEW BOOKS 


ACHINSTEIN, A., and others. Economic essays in honor of Wesley Clair Mitchell. 
(New York: Columbia Univ. Press. 1935. Pp. ix, 519. $4.25.) 

BETHKE, R. Gesetz und Gestaltung: iiber die Einheit und Grenze der W irtschafts- 
theorie. (Jena: Fischer. 1935. Pp. vii, 177. RM. 7.50.) 

DoucLas, P. H. Controlling depressions. (New York: Norton. 1935. Pp. vi, 
286. $3.) 

KAHLER, A. Die Theorie der Arbeiterfreisetzung durch die Maschine: eine 
gesamtwirtschaftliche Abhandlung des modernen Technisierungs prozesses. 
(Leipzig: Hans Buske. 1934. Pp. 148. RM. 6.) 

In these times of world-wide unemployment, so puzzling as regards its 
causes that even the phantastic figures of the technocrats were, for a time, able 
to impress the public with their weird picture of the machine-run machine 
displacing man permanently and at an ever increasing rate, a scholarly investi- 
gation of the extent to which technological progress contributes towards un- 
employment seems more than welcome. It must, however, be said from the out- 
set that little light is thrown on the question as to what happened and is hap- 
pening now by this study of Dr. Kahler. It is, as the title indicates, all theory, 
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193: 
deliberately abstaining from any reference to empirical data either as a basis Mot 
for or a check on his theory. He explains why, in contrast to some other - 
economists, he believes in deducing rather than in “counting.” Statistics, ac. Re 
cording to Dr. Kahler, cannot give any clue as to how far unemployment is of a vi 
technological character ; there are, first of all, the ups and downs of the business 
cycle which confuse the issue, also the growth of the population; and even if 
we were to find that on the whole the percentage of unemployed is growing, de 
could not that be blamed as well on the lag of industrial growth behind the « 
growth of population as on the displacement of labor by machinery? Hence, P 
since data of experience fail us, the problem can obviously be solved only ° 
through “‘pure reason.’’ Exact science has come to recognize and strictly observe 
a principle which says something like this: if a magnitude, designated by a ve 
word, is intrinsically incapable of measurement then it is a nonentity as far 7 


as science is concerned. Would this little piece of pragmatism perhaps be in 
place here? 

The author begins with a survey, rich in ——— and references, of the P 
opinions of the older economists concerning the issue of displacement 9s. com- . 
pensation—that is, reabsorption of labor in industry. He shows how in the r 
earlier nineteenth century the core of the problem was seen in the question of 
the elasticity of demand, while later the réle of capital in the process of te- : 
absorbing labor became of almost exclusive interest, which view the author 
shares. He treats at some length the theories of Marx and of Béhm-Bawerk, 
placing these two antagonists in the camp of the ee but find- 
ing fault with both on the ground of inaccurate ideas on the economic process 
as a whole. 

Next the author develops his own “positive” theory. He begins by setting 
up a fictitious scheme for the cost items in a number of important industries, 
also for the production totals and of capital used, the scheme being designed in 
particular to bring out the close interrelationships throughout all these indus- 
tries. Next he investigates how, under conditions of free competition, rational. 
ization—which he defines as ‘‘technical changes in production which, at fixed 
prices for the cost elements, increase the profit per unit of capital” —affects the 
whole scheme. After much calculation he arrives at the result that, in the long 
run, capital cannot re-employ labor displaced in the process of rationalization. 
The only help for labor would be in lower and lower wages. Since, however, Rut 
artificial interference renders this natural remedy impossible, it looks as if t 
continued technological progress might become definitely incompatible with Ro 
“free competition.” 

The style of the book is rather heavy and laborious. Polysyllabic compound 
nouns of thirty or more letters do not exactly add to the reader’s enjoyment. Th 

JOHN V. SPIELMANS | 


Loris, A. Dinamica economica: studio sulle leggi delle variazioni. (Turin: Un. 
Tip. Ed. Torinese. 1935. Pp. 361.) 
Mookrg, J. R. Daniel Defoe and modern economic theory. Stud. no. 104. (Bloom- 


ington: Indiana Univ. 1935. Pp. 28. 75c.) ¥ 
An interesting study, showing that Defoe anticipated many of the theories 

which later were incorporated in the framework PF classical economics. Defoe 

sharply criticized the mercantilist creed of his day. au 


294 Reviews and New Books [June 


_ 


lune 


1935] Economic History and Geography 293 


MouLToN, H. G. The formation of capital. (Washington: Brookings Inst. 1935. 
Pp. xi, 207. $2.50.) 

pLiiss, M. Der Erfolg der Volkswirtschaft. (Basel: Heinrich Majer. 1934. Pp. 
vii, 53.) 

This is a doctor’s dissertation written at the University of Basel. It does not 
deal, as the title might lead one to suspect, with the question as to whether 
economics, as a pure or applied science, is a success, but with the methodological 
problem: what is meant by the term success in economics, and under what 
circumstances is it measurable. 

The concept success is meaningful only with reference to a definite goal 
set up by an economic person, individual or collective. Such goals may be 
subjective, dictated by the immediate interests of the individual or group, or 
objective, conceived in the interest of a larger unit, transcending that of the 
individual or specific group. Along these lines the author investigates first 

rivate, then collective economic endeavors of various kinds, following them 
up to a national and supernational scale. 

Though, on the whole, he confines himself to analyzing abstract possibilities, 
the Russian five-year plan (and to a minor extent the Roosevelt New Deal) 
gives him occasion to apply these ideas to actualities. The term “success of the 
five-year plan” has to him two altogether different meanings: (1) with refer- 
ence to specific proximate goals, e.g., the fulfillment of a given production 
quota; this kind of “‘success’’ can be expressed in numbers, absolutely and 
relatively. (2) With reference to the ultimate goal of the plan as a socio- 
economic program; once realized, how successful will it be in producing the 
results for whose attainment it was designed? ‘‘Success” so conceived depends 
on the correctness, the “proportionality” of the pegs. as a whole; it is not 
readily expressible in numbers, though it could be judged comprehensively 
in terms of improved standards of life and culture (provided such had been the 
true goal of the plan). 

Though at times the analysis seems a little trivial, one may yet want to 
agree with the author that the problem as such deserves more attention than 
it has received. 

JOHN V. SPIELMANS 


Ritey, E. B. Economics for secondary schools. Rev. and enl. ed. (Boston: Hough- 
ton Mifflin. 1934. Pp. iv, 451.) 

Roos, C. F. Dynamic economics: theoretical and statistical studies of demand, pro- 
duction and prices. Monog. of the Cowles Comm. for Res. in Econ., no. 1. 
(Bloomington, Ind.: Principia Press, 1934. Pp. xvi, 275.) 

The economic literature of Latin America: a tentative bibliography. Compiled by 
the Staff of the Bureau for Economic Research in Latin America, Harvard Uni- 
versity. Vol. I. (Cambridge: Harvard Univ. Press. 1935. Pp. xvii, 315. $4.) 


Economic History and Geography 


Wisdom and Waste in the Punjab Village. By MALCOLM LYALL DARLING. 
(New York: Oxford Univ. Press. 1934. Pp. xv, 368. $5.00.) 


This is the third volume of what is ‘in effect a single study” by the 
author on the life of the Punjab peasant. The two earlier books were, The 
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Punjab Peasant in Prosperity and Debt, 1925, and Rusticus Loguitur, 1930, 
The materials have been gathered in the course of official touring as registrar 
of Codperative Societies. The presentation is in diary form. 

Like the earlier volumes, this one is eminently readable. The author not 
only knows Punjab peasant life—though he also acknowledges what he 
does not know about peasant morality—but has very real powers of selec. 
tion, description and interpretation, The book affords another delightful 
though at times painful, view of peasant life in that poor, yet intensely f0- 
mantic, region. Particular attention is given to “the position of the vi 
servant, the domestic life of the village woman, the influence of the 
and school upon the peasant, the peasant’s tendency to hoard and his par. 
tiality in certains areas for feud and faction.” 

The term ‘“‘village servant’’ embraces all the menials and artisans, mak- 
ing up nearly half of what is sometimes referred to as the “manorial popv- 
lation,” that is, the village population. Formerly each “servant” had his 
customary work for various families and received his reward in kind, , 
share or a definite amount of his employers’ crops at harvest. Since the 
development of modern transport (“‘everywhere the lorry is bringing them 
closer together’’), the masters prefer to sell their produce and purchase 
manufactures or services for cash while the “servants’’ have been going 
more and more to the towns for wage work. Some take up a second or 
third type of work; and, when depression drives the unemployed worker 
back to his village, his job is gone. Former menials refuse to work except 
for cash, and masters refuse responsibility for providing work. In some 
villages the feeling is so tense that separate codperative banks are or- 
ganized for the masters and their former servants. 

The village woman is also changing. Many are still the willing slaves of 
their husbands, and early marriage and large numbers of children are 
still the rule; but others demand more education, later marriage, smaller 
families, even the rudiments of birth control. 

This movement is furthered by the fact that the Indian Army draws 
many recruits from among the hardy Punjabis and these men have acquired, 
especially during time spent in Europe during the World War, many 
advanced ideas regarding the treatment of women. The Army is having 
great influence in other directions too. Both the idea and the daring and 
discipline necessary to put into effect some village reform is often due to 
the contact of some able individual with the Army. Also the pensions of 
those already retired and the pay of those still serving have been a godsend 
during the hard times. 

Hoarding is giving way to investment. One young man finally induced 
his father to turn a set of valuable old gold bracelets into an 1,800 rupet 
bank account drawing seven per cent interest. “The sight of the first year's 
interest was sufficient to reconcile his father.” 
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Schools are still few and poor but the middle grades turn the pupils from 
the land and “‘the high school is worse.” 

The cardinal points in the program of one of the great village reformers 
are: “Dig pits (for manure) and keep the village clean; educate the chil- 
dren; give up extravagant ways; neither buy nor wear jewelry; and eschew 
litigation.” In many villages the last was “the hardest commandment.” 

Mr. Darling’s books constitute the best studies of peasant life in India, 
though of only one province. They make no pretense of elaborate statistical 
conclusions where the materials for such are lacking, but they combine 
facts with insight, fascinating description and illuminating dialogue. 

D. H. BUCHANAN 

Fisk University 

NEW BOOKS 


Von BECKERATH, E., and others. Nuove esperienze economiche. Translated by 
G. Fano and A. M. Ratti. (Firenze: Sansoni. 1935. Pp. vi, 241.) 

A collection of papers translated into Italian, dealing with present economic 

roblems in various countries. Germany is treated by Von Beckerath; Italy, 
* Bottai and Spirito; England, by Cole; Australia, by Condliffe; Russia, by 
Dobbert; America, by Lorwin; and Japan, by Nagao. 

BONNICHON, L. Des aspects sociaux de la ‘réforme Roosevelt.” (Paris: Recueil 
Sirey. 1934. Pp. 178.) 

A French interpretation and explanation of the New Deal policies. 

CHALKLEY, H. O. Economic and trade conditions in the United States of America, 
December, 1934: report. (London: H. M. Stationery Office. 1935. Pp. ix 174. 
5s.) 

A serviceable, condensed account of finance, trade, agriculture, industry, 
transportation, labor and social questions and recovery legislation during 1933 
and 1934. The author is commercial counsellor to the British embassy at Wash- 
ington. 

Davies, H., editor. The South American handbook, 1935: a year book and guide 
to the countries and resources of Latin-America inclusive of South and Central 
America, Mexico and Cuba. 12th ed. (New York: Wilson. 1935. Pp. 688. $1.) 

De Roover, R. Le livre de comptes de Guillaume — changeur a Bruges 
(1369). Extrait des Annales de la Société d’Emulation de Bruges, Tome 
LXXVII. (Bruges: Vercruysse-Vanhove. 1934. Pp. 15-95.) 

EINzIG, P. France’s crisis. (New York: Macmillan. 1934. Pp. xv, 138. $2.90.) 

Dr. Einzig, who has recently become a prolific writer on current monetary 
problems, has produced a small volume which is both provocative and timely ; 
provocative, in that it is confessedly an argument for the devaluation of the 
franc; timely, because the French crisis, serious enough when Dr. Einzig signed 
his preface in September, 1934, has since then spread and deepened. 

The author's description of France's crisis, through the adaptation of a para- 
graph from the translator’s note for Professor André Siegfried’s England’s 
Crisis, is ingenious and effective. “. . . Today it is universally recognized that 
France has reached a cross-roads in her history,” runs the paraphrase. Dr. 
Einzig elaborates upon the resemblance between England's situation in 1931 
and France’s today, with the observation that the only important difference is 
that Great Britain was then determined in her refusal to abandon the principle 
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of free trade, while in the case of France the fetish is monetary orthodoxy 
This fetish must be given up; for the remedy, in the author's firm o inion, js 
devaluation. ‘“The French nation has to choose between the franc an France” 
he says in the preface, as he says again in the closing sentence of the volume 
As he himself puts it, he does his “utmost, throughout ten chapters, to empha. 
size the necessity for devaluation.” 

The analysis of France’s many-sided crisis is split up into sections on the 
budgetary crisis, the Treasury's crisis, the banking crisis, the monetary crisis, the 
economic crisis, the crise de confiance, the crise morale, and the internal and 
international political crises. Through the whole discussion runs the thread of 
Dr. Einzig’s argument for devaluation. The budgetary crisis would be eased by 
a rise in prices to the 1928 level, he argues; for through the fall in prices in 
the last six years the real burden of the public debt has doubled. Nothing but 
a substantial rise in prices could remove the banks from the danger zone; for as 
long as prices remain low their narrow margin of safety might easily be wiped 
out by a further decline. The cure of the economic crisis is to be found in risin 
prices. The remedy fits even the crise de confiance; for devaluation would dis. 
pose of one of the most important sources of danger. 

In this manner an over-simplified but vigorous argument is built up. Its chief 
weakness lies in the omission of a discussion of the long-run effects of the de- 
valuation of 1926-1928, a step in French monetary history which Dr. Einzig 
tends to treat casually, except for critical references to undervaluation of the 
franc at that time. Admittedly the specific problem of the franc in 1926 was 
unlike the problem of the franc today; but devaluation can scarcely be a cure- 
all for economic, financial, political and moral ills, as Dr. Einzig seems at times 
almost to insist, if France, having devalued to what Americans would call a 
“twenty-centime franc,”’ in less than eight years was again struggling through 
the trough of a many-sided depression. 

ALZADA COMSTOCK 


FITZGERALD, W. Africa: a social, economic and political geography of its major 
regions. (New York: Dutton. Pp. 477. $5.) 
Innis, H. A. and PLumptTRE, A. F. W., editors. The Canadian economy and its 
problems. (Toronto: Canadian Inst. of Internat. Affairs. 1934. Pp. 356. $2.50.) 
This contains the papers and proceedings of study groups of members of the 
Canadian Institute of International Affairs, 1933-1934. The papers are grouped 
into two parts: Part 1, the Canadian economy and the depression, contains 
papers on problems of income, problems of expenditure, profit and loss, prob- 
lems of adjustment; Part 2, central banking in Canada. Among the more 
specialized subjects discussed are public finance, by D. C. MacGregor and S. A. 
Cudmore; the theory of cost in an economy based on the production of staples, 
by V. W. Bladen; Canadian monetary policy, by A. F. W. Plumptre; central 
banking machinery and monetary policy, also by Mr. Plumptre; the importa- 
tion of capital into Canada, its effects and the possibilities of its control, by J.C 
Elliott; control of foreign exchange rates, by H. D. Scott. 

Jones, M. Whither India? (London: The Labour Party. 1935. Pp. 12. 1d.) 
LARSEN, A. J., editor. Crusader and feminist: letters of Jane Grey Swisshelm, 
1858-1865. (Saint Paul: Minnesota Hist. Soc. 1934. Pp. ix, 327. $2.50.) 

Letters published in newspapers by an ardent anti-slavery crusader and cham- 
pion of women’s rights. Some of these are accounts of frontier travel in the 
upper Mississippi valley. 
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MARJOLIN, R. Chronologie économique internationale: Premiére année, 1934. 
Paris: Recueil Sirey. 1935. Pp. vii, 280.) 

A useful reference volume, listing briefly the significant financial, industrial 
and commercial events of the principal countries of the world during 1934. 
Dates are given at the left of each page, opposite which is a three or four-line 
condensed statement. 

MussoLinI, B. and Ritts, B. DE. The political and social doctrine of fascism: aims 
and policies of the fascist régime in Italy. Internat. conciliation, no. 306. (New 
York: Carnegie Endow. for Internat. Peace. 1935. Pp. 25. 5c.) 

NorMANO, J. F. Brazil: a study of economic types. (Chapel Hill: Univ. of North 
Carolina Press. 1935. Pp. xii, 254. $3.) 

PARMELEE, M. Bolshevism, fascism and the liberal-democratic state. (New York: 
Wiley. London: Chapman and Hall. 1934. Pp. xii, 430. $3.) 

In the portion dealing with Russia are chapters on state socialism and 
socialistic planning; under Italy, chapters on fascist guilds and control of 
the workers, economic consequences of fascism, and fascism as monopolistic 
capitalism ; under Germany, national socialism an economic contradiction. 
In Part 4 are chapters on the twilight of capitalism and the impending triumph 
of technology. 

SCHNEIDERMAN, H., editor. The American — year book, September 10, 1934, 
to September 27, 1935. Vol. 36. (Philadelphia: Jewish Pub. Soc. of America. 
1934. Pp. viii, 594.) 

STEEL-MAITLAND, A. The new America. (New York: Macmillan. 1935. Pp. 
xiii, 238. $2.50.) 

STERN, B. J., editor. Young Ward's diary. (New York: Putnam’s. 1935. Pp. 
x, 321. $3.) 

This diary of the sociologist covers the decade 1860-1870. It contains inter- 
esting data on rural life in Pennsylvania. 

Sze, S. A. Reconstruction in China. (New York: China Inst. in America, 119 W. 
17th St. 1934. Pp. 15.) 

Address at the meeting of the American Academy of Political and Social 
Science, Philadelphia, November 27, 1934. 

Truett, R. B. Trade and travel around the southern Appalachians before 1830. 
(Chapel Hill: Univ. of North Carolina Press. 1935. Pp. 204. $2.50.) 

Warb, P. J. Relations between France and Italy. Pamph. no. 18. (Washington: 
Catholic Assoc. for Internat. Peace. 1934. Pp. 47. 10c.) 

Wiiarp, J. F. Parliamentary taxes on personal property, 1290 to 1934: a study 
in mediaeval English financial administration. Monog. no. 9. (Cambridge: 
Mediaeval Acad. of America. 1934. Pp. 369. $8.) 

WILLIAMSON, H. F. Edward Atkinson: the biography of an American liberal, 
1827-1905. (Boston: Old Corner Book Store. 1934. Pp. xiv, 304.) 

Edward Atkinson was a liberal of the type which contributed much to the 
best achievements of the late nineteenth century. Progress, freedom, and the 
betterment of the world were the liberal ideals, to be achieved by free compe- 
tition and individual enterprise. 

Atkinson was an earnest advocate of peace. To promote this and prosperity, 
trade should be free. The broken South should be restored, the negro educated, 
the Philippines set free. All these, it is true, were articles of liberal faith. It was 
only remarkable that they should be held by a textile manufacturer in Boston. 
_ Eager to secure the adoption of liberal policies, Mr. Atkinson threw himself 
into the great controveries of his day. His main interests were in tariff reduc- 
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tion and the maintenance of the gold standard—which led him to op free 


silver. Business men, legislators, and Presidents sought his advice and aid. Secre. 
taries of the Treasury accepted his advice and even invited him to frame legis. 
lation. Through his speeches, letters, articles, and pamphlets which ran into 
the hundreds, he became a great public figure. 

Among business men, statesmen, and the general public, Mr. Atkinson en. 


joyed a wide reputation as an economist. He made no contribution to economic 
theory, however, or even to statistics, although in the latter he acquired: con. 


siderable popular fame. On the contrary, his grasp of economic theory showed 
all the limitations of the self-trained man. Yet his work in popularizing exo. 
nomic matters was outstanding, for his influence with statesmen and the public 


was far greater than any professional economist in that age could have enjoyed, 

In the range of his interests and activities Edward Atkinson was a remarkable 
man. A manufacturer of cotton, and later president of a great fire insurance 
company, interests too narrow for his enormous energies, he devoted himself 
to public affairs. He was most active in promoting the better construction of 
mills and schools, the adoption of automatic sprinkling to reduce the hazards of 
fire, while in attempts to advance the well-being of the laboring classes he lent 
his aid to the study of dietetics and invented the Aladdin Oven. 

Since Edward Atkinson concerned himself so greatly with public questions, 
Dr. Williamson has given us not only the biography of a remarkable and most 
useful citizen, but an economic history as well. This work is Dr. Williamson's 
doctoral thesis, and Professor Taussig has written an introduction. 


H. F. R. SHaw 


Annali di economia. Vol. x, no. 1, (Padua: Milani. 1935. Pp. vii, 256, 73.) 
International abstract of economic statistics, 1919-1930. (London: Internat. Conf. 
of Econ. Services. Cambridge, Mass.: Harvard Econ. Soc. 1934. Pp. 218. $2.) 
This volume, prepared by the International Conference of Economic Services, 
appears at the same time that a French issue is published by the Permanent Office 
of the International Institute of Statistics. It covers classified indices of economic 
activity, finance, prices, wages, trade, output, transport, and employment for 15 
countries, including the United States. The period extends from 1919 to 1930, 


inclusive. Calendars of outstanding events in each country accompany the tables. 
Japan: the thirty-fourth financial and economic annual. (Tokyo: Govt. Printing 
Office. 1934. Pp. vii, 279. Yen 2.) 
Memoria del consejo directivo, correspondiente al décimooctavo ejercicio termi- 
nado el 30 de septiembre de 1934: aprobada en la Asamblea General de Dele- 
gados, diciembre 10 de 1934. (Buenos Aires: Confed. Argentina del Comercio, 


de la Industria y de la Produccién. 1934. Pp. 12.) 
Mexico en cifras (atlas estadistico), 1934. (Tacubaya, D. F.: Talleres Graficos de 
la Direccion de Geografia, Meteorologia e Hidrologia. 1934. Pp. 90.) 
A portrayal of the economic life of Mexico in a series of elaborate and 
picturesque charts and maps, each covering a large page with accompanying 
page of explanatory text 


New Zealand: statistical report on prices, wage-rates and hours of labour, unem- 
ployment, industrial accidents, tramways, banking, building societies, bank- 
ruptcy, commercial afforestation for the year 1933. With a statistical summar) 
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free of the Dominion from 1883 to 1933. (Wellington: Census and Statistics Office. 
ecre- 1934. Pp. xi, 92. 4s.) “is 

Cis. Problems of the new Cuba: report of the Commission on Cuban Affairs. (New 
into York: Foreign Policy Assoc. 1935. Pp. xi, 523. $3.) 

Social and economic reconstruction in the United States. Stud. and rep., ser. B, 
| en- no, 20. (Geneva: Internat. Labour Office. Boston: World Peace Foundation. 
omic 1934. Pp. viii, 401. $2.75.) 
con- This report supplements several earlier reports of the International Labour 
wed Organization, in which texts of various recovery measures have been published. 
€Co- The general plan of the presentation is simple and effective. Chapter 1 sum- 
iblic marizes usually cited measurements of the decline in national income, industrial 
ved. activity, employment, payrolls, prices, and profits that featured the years from 
able 1929 to 1933. Data are well selected, accurately quoted, and clearly interpreted. 
ance Chapter 2 outlines the wide range of recovery legislation of 1933. 
self Nine chapters present more detailed analyses of legislative and executive 
a of action featuring the first fifteen months of the recovery program, together with 
s of the most readily available indexes of the effectiveness of various measures and 
lent contemporary discussions of their purposes, propriety, and adequacy, the latter 

having been selected, for the most part, from public addresses of the President 
ons, and other governmental officials and from newspaper reports of public reac- 
nost tion to these devices. Organization of the materials emphasizes the following 
on's major divisions in the program of reconstruction: unemployment relief; the 
President’s re-employment agreement; industrial codes; wages, hours, and 
" other conditions of employment; prices, production, and trade practices; in- 


dustrial relations ; agricultural planning ; banking and investment; monetary and 
financial policy. 

A concluding chapter seeks briefly to evaluate the progre as a whole, and 
appendixes summarize the more important features of 11 industrial codes and 


5 tabulate numbers of establishments and workers covered by 374 codes, together 
me with dates when each of the latter became effective. , 

ee _ The authors regard “‘experimentation” and “social values’ as keynotes in 
ase interpreting the program and conclude that inception of the recovery campaign 
15 represents a distinct turning point in American history, in that the ‘new con- 
30 ception of the economic function of the State has been given form and sub- 
ty stance” (page 236). They conclude, however, that most of the devices designed 
ing for the relief of unemployment and for the regulation of banking and invest- 
| ment must be regarded as adaptations of earlier European practices. On the 
= other hand, they see what “is essentially new in the program of reconstruction” 
" (page 330) in the organization of producers under the codes of the N.R.A. 
ee and the marketing and restrictive devices of the A.A.A., the adoption of 


positive measures for reviving business activity—including especially the series 
de of steps designed to increase the volume of buying and to raise the commodity 
price level, and the “deliberate redistribution of income’’ to benefit wage- 
earners and farmers. 
DALE YODER 


Statistical abstract of the United States, 1934. 56th no. (Washington: Supt. Docs. 
m- 1934. Pp. xvi, 791. $1.50.) 


nk- Statistical year book of Quebec, 1934. 21st yr. (Quebec: H. M. Stationery Office. 
ar) 1934. Pp. xxv, 489.) 
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The American Farmer and the Export Market. By AUSTIN A. DowBLt and 
Oscar B. JESNESS. (Minneapolis: Univ. of Minnesota Press. 1934 
Pp. 269. $2.00.) 

This excellent work gives us an incisive analysis of the agricultural situa. 
tion in the United States and its relation to international trade. It is refresh. 
ing to find the question of farm production and surpluses treated by schol- 
ars who understand so thoroughly the wider economic implications of their 
problem. 

In the development of their thesis that the export markets are of vital 
importance for the recovery and prosperity of the agricultural industries 
the authors have divided their work into three parts, the farm plant, the 
home market, and the export market. Present-day discussions of agricul. 
tural production and marketing naturally turn about the question of sur- 
pluses, and the chapters on the export surplus and its absorption are of 
especial significance. The total crop acreage required to produce net agri. 
cultural exports of twelve major crops, as well as pork and lard, averaged 
16.4 per cent of the acreage of all crops in the United States in the period 
from 1921 to 1930. 

Of the several suggested measures for taking care of the surplus, that of 
reducing output to domestic needs is not so simple a matter as eliminating 
16.4 per cent, or about one-sixth of the total acreage. For cotton we should 
have to eliminate one-half, for tobacco one-third, and for wheat one-fifth 
of the acreage, which would entail a profound reorganization of the agri- 
cultural industry in many extensive regions. Relief cannot be expected from 
increased consumption due to population growth, from increased per capita 
consumption of a comparatively stationary population, from land-settlement 
and part-time farming schemes, through elimination of sub-marginal lands, 
or from improved farming technique. 

The United States has become in recent years a net importer of agricul: 
tural products. The question has arisen as to whether crops imported might 
not be grown at home in place of those that should be exported. Considera- 
tions of comparative advantages would naturally militate against this sub- 
stitution. All things taken into account, including the curtailment of con- 
sumption due to the increase in domestic prices caused by necessary restric 
tive duties, the actual displacement of acreage through this shift would not 
amount to over ten million acres, or only one-sixth of the average number 
employed from 1921 to 1930 in producing the agricultural surpluses. 

The closing chapters of the book, grouped together under the general 
heading of “The export market,”’ deal with the place of the American farmet 
in world competition, tariff fundamentals, the protection of farm products, 
international debts, governmental policies in international trade, and 
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The first part of the book concerns mainly the following topics, 4 
chapter being devoted to each: the crisis of wheat and the means of fe- 
solving it; the plan for his proposed ‘“‘Entente Internationale du Blé”: th. 
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hnally an enumeration and short analysis of possible trends and admissible 
measures that will lead to greater freedom of imports, which in turn will 
occasion augmented exports. 

A short but adequate treatment of tariffs and their effect on farm pro- 
duction is given in Chapter 13. As the United States is now a creditor coun- 
try, the lowering of tariffs to admit payments on interest or capital account 
is indicated. A limitation of imports occasions a limitation of exports. In 
the eagerness to protect the producer who has a domestic market, the effect 
protection has on the producer for export has been lost sight of. It is clear, 
the authors affirm, that the tariff has not only been detrimental in the past 
but more recently has been an important factor in undermining the very 
foundations of the agricultural industry. The international debts and their 
payment are closely related to our trade and tariff problems. A scaling down 
of both debts and tariffs is advocated as a preliminary step toward recovery. 

An enumeration of the varied trade restrictions in foreign lands is pre- 
sented in Chapter 16 and their nationalistic implications considered. The 
authors also give a short description of several suggested or employed post- 
war policies of the United States for the restoration of agricultural pros- 
perity, such as the Federal Farm Board organization, the Equalization Fee, 
the Export Debenture plan, and finally the Agricultural Allotment plan 
in the 1933 Act. Attention is properly drawn to the fact that the processing 
tax refunds make the exportation of certain agricultural products assume 
some of the aspects of dumping. 

This volume anticipates many of the conclusions contained in the recent 
International Relations report, also published by the University of Min- 
nesota Press. Professor Jesness contributed a noteworthy article to the new 
publication as well. 

M. M. SKINNER 

University of Washington 


Le Probleme Mondial du Blé. By PAUL DE HEveEsy. (Paris: Alcan. 1934. 
Pp. viii, 293. 30 fr.) 

The author of this volume is Hungarian Minister at Madrid, with ap- 
proximately a quarter of a century’s total diplomatic service to his credit in 
the principal wheat growing countries of the world. The study was pre- 
pared during the course of the year 1933. The author discovered some rays 
of hope from the export quotas plan of the London wheat agreement con- 
cluded in August, 1933, but considered that it was far from solving the 
world wheat problem. Consequently, he was encouraged to publish his 
work with two principal ends in view: (1) that of portraying the wheat 
problem from the world standpoint, and (2) presenting a plan for further- 
ing the solution of this difficult matter. 
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realize anything like it in the present disorganized state of world codpera- 
tion would be to court immediate disaster, both internationally and intra- 
nationally. In this connection, it may be stated that under the régime of the 


une 
and 
934, 
tua- 
esh- 
ol- 
eit 
ital 
the 
cul- 
Sur- 
> of 
ged 
t of 
ing 
uld 
ifth 
gri- 
om 
Dita 
ent 
ds, . 
cul: 
ght 
of: 
ub: 
on- 
ric: 
not 
ber 
eral 
ef 
cts, 
and 
he 
a 
fe- 


302 Reviews and New Books [June 


The first part of the book concerns mainly the following topics, , 
chapter being devoted to each: the crisis of wheat and the means of t¢. 
solving it; the plan for his proposed ‘‘Entente Internationale du Blé”: the 
shifting of wheat production from the poorer to the better lands; the ¢. 
tablishment of “insurance stocks’’ of wheat for all countries; the causes and 
the effects of the price of wheat; the case of Great Britain, the largest im- 
porting country for wheat; the situation in France, a country which pro- 
duces much wheat and imports little; the wheat problem of the United 
States; and Russia in relation to the proposed International Wheat Union, 
The second part of the study deals first with the London wheat conference of 
1933, and subsequent separate chapters are devoted to the wheat problems 
of Germany, Italy, Great Britain, Ireland, Spain, Hungary, Canada, Aus- 
tralia and Argentina. 

M. de Hevesy believes that at the base of the world crisis is the agricul- 
tural crisis. At the roots of the agricultural crisis is the wheat crisis. If we 
unite to raise the price of wheat, thus making it possible for the mass of 
wheat producers to receive a more significant proportion of the profits in 
the wheat industry, without materially increasing the price of bread to the 
consumer, we shall have struck at the world crisis at its base. 

It is his opinion that the efforts of individual nations to solve their own 
wheat problems have aggravated rather than mitigated the world wheat 
problem; therefore, he proposes an “‘Entente Internationale du Blé,” the 
governing body of which would be the “Conseil International du Blé,” 
consisting of a delegate from each of the contracting states. Also, it would 
be necessary to establish an ‘Office International du Blé,” with subsidiary 
offices. Customs duties on wheat would be abolished, and the International 
Wheat Office, perhaps located in London, would be given a monopoly of 
all exports and imports of wheat, its sales to and purchases from the sev- 
eral member nations occurring only through the national wheat offices. Each 
country would endeavor to produce only a “logical quantity of wheat,” 
which for an exporting country would be the amount corresponding to its 
national consumption, augmented by its quota for exportation. If the crop 
of a country happened to exceed the “logical quantity,” it would offer its 
surplus to the International Wheat Office, which would divide it among 
the countries whose crops were deficient. If the International Wheat Office 
answered—what M. de Hevesy considers unlikely, except for small quanti- 
ties—that it had no use for the surplus, the country in question would be 
obliged to keep this wheat, either using it within its own borders or stock- 
ing it. If it pursued the latter alternative, it would be able to grow less wheat 
the following year. 

The plan is an ingenious one, for which the author deserves much credit. 
It will provide the basis for much fruitful discussion; but to attempt to 
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owners and tenants have found increasing difficulty in procuring advances, and 
equal difficulty in repaying them, with the result that “closeouts” are increasingly 
common, and the negro finds himself stripped of his scanty resources. 

The pressure of the system is apparent in the fact that only about 1/16 of 
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realize anything like it in the present disorganized state of world codpera- 


fe- tion would be to court immediate disaster, both internationally and intra- 
the nationally. In this connection, it may be stated that under the régime of the 
& A.A.A. in the United States, this country could perhaps adopt such a pro- 
and cedure much more readily than most of the other countries of the world. 
im- However, the idea of the ‘‘Entente Internationale du Blé’’ constitutes only 
>t0- one phase of a scholarly volume, filled with valuable materials for the 
ited economist who wishes to secure a comprehensive picture of the world wheat 
ion. problem as a whole, and much information specifically as it relates to the 
= of principal wheat producing countries of the globe. 
ems WILSON GEE 
\us- University of Virginia 
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ach JoHNsoN, C. S. Shadow of the plantation. (Chicago: Univ. of Chicago Press. 
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‘ In this unique work a striking picture of the plantation as a static economic 
as system is presented. The author selected for the purpose of this study Macon 
rop County, Georgia, a representative plantation area, as yet untouched to any 
its great degree by the economic and social changes of the outside world. Here the 
ong negro population carries on the surviving traditions and the economy of the 
early post-slavery period. 

; Negroes constitute 82.3 per cent of the total population, showing a slight 
nti decline for the past two decades, and farm slightly over 4/5 of the soil. How- 
be ever, only 10 per cent of the negroes are in the category of owners, the others 
ck- being cash tenants, croppers, or tenants on other terms. Ownership is steadily 
seat declining, owing to bad crops and low prices of cotton. The author estimates the 

normal annual earnings of a man and wife at $260 per year, of which about 

jit half is paid in commodity form for rent, and the balance is taken in large 

part as payment for advances from the landowner, storekeeper or bank, so that 

; to very little money is actually handled. During the past few years negro land- 
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owners and tenants have found increasing difficulty in procuring advances, an4 
equal difficulty in repaying them, with the result that “closeouts’’ are increasingly 
common, and the negro finds himself stripped of his scanty resources. 

The pressure of the system is apparent in the fact that only about 1/16 of 
the women are sufficiently well off to devote themselves to the home and their 
children. The author stresses the fact that economic considerations, almost with. 
out exception, constitute the nexus which binds parents and children together, 
This is seen in the lack of emotional feeling for deceased children, and in the 
readiness with which children of relatives or even non-relatives are adopted, 
The adoption system obviates the necessity of children’s homes or orphana 
in the community. Child labor seems to vary inversely with the degree of educa. 
tion possessed by the mother. 

Family organization and life is clearly conditioned by economic factors, 
Divorce, which is generally secured by abandonment, or “leaving a strip,” o: 
notice, is frequent when the economic value of one of the partners wanes. The 
earning power of the plantation women is about equal to that of the men, and 
usually more sustained and dependable. Hence they hold a high economic 
status in the community. Many women refrain from marriage because such a 
state might impose upon them the risk of supporting an unprofitable husband. 
Illegitimacy leaves no social stigma upon either mother or child, and receives 
less notice from the negro church than card playing or dancing. 

Strangely enough, such changes as are beginning to appear in this isolated 
community are less due to economic improvements than to cultural penetration 
by way of school, church, and the influence of outsiders. Farming implements 
and methods of agriculture are practically the same as they were three or four 
generations ago. 
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actors Mechanization in Industry. By HARRY JEROME. (New York: National 
P T™ Bureau of Economic Research. 1934. Pp. xxxi, 484. $3.50.) 

~ This book is the mature product of extensive research in the field of 


mechanization. The study was launched in 1924 by the National Bureau 
of Economic Research in the effort to assess the claims then made that our 
newly-adopted immigration policy would lead to labor shortages in the less 
skilled trades. During the intervening years, the problem of immigra- 
tion restriction gave way to that of machine displacement. Hence, Professor 
Jerome and his assistants have sought to ascertain the degree of mechaniza- 
tion and the nature of mecianical changes in leading industries in order 
that a tentative hypothesis might be formulated ‘‘as to the conditions that 
determine the rapidity of mechanization, and the effects of increasing 
mechanization, especially upon the number and type of workers required 
for the production of goods and services” (p. 8). The forecasts as to the 
future of mechanization which are included in the study are premised upon 
the existence of conditions substantially similar to those which prevailed 
in the “relatively recent past.” 

Four principal conclusions are reached. (1) Mechanization may be ex- 
pected to continue to advance at a moderate pace. Many operations are not 
yet thoroughly mechanized, if mechanized at all. Moreover, the degree of 
mechanization varies widely between industries, between factories in the 
same industry and between processes within a factory. Mechanization is 
by no means complete. (2) The danger of an “uncontrollably rapid mech- 
anization” is held to be remote. The introduction of mechanical devices is 
not alone limited by the technical problems encountered. Financial and 
social factors also weigh heavily against the too rapid scrapping of existing 
equipment. (3) “Changes in the rate of mechanization, although limited, 
are not negligible.” Although the exact measurement of the rate of mech- 
anization is difficult, it appears that the favorable conditions during the 
twenties caused a somewhat rapid advance. The peak rate of increase for 
manufacturing was in the biennium, 1923-25, when the advance, measured 
by horsepower per wage earner, reached 6.4 per cent. (4) “Even within 
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the limited range of fluctuations in the rate of mechanization, there are, as in- 
dicated by the experience of the twenties, some ill effects requiring thought- 
ful consideration, but again, the rate and extent of such maladjustments are 
not beyond reasonable possibility of prediction and control, or at least the 
effects can be foreseen and ameliorated.” In this connection, mention js 
made of the losses to individual workers of skill and employment through 


displacement as well as of the tendency of advancing mechanization to 
“aggravate cyclical fluctuations through intensifying competition, enlarging 
the function of capital goods in the economic system, and (to the degree that 
it raises the general level of real income) increasing the share of expendi- 
tures in those lines, such as durable consumer goods, the effective demand 
for which is characterized by sharp reductions when a recession sets in” 
(p. 23). 

The above conclusions are tentatively drawn from surveys made of some 
1,301 plants in a well-diversified list of industries. Some of the material 
was obtained from interviews by field assistants, some from questionnaires 
and correspondence, and some from special studies prepared by other 
agencies, especially governmental, concerning mechanical changes in par- 
ticular industries. 

The complex character of the problem of mechanization is admirably set 
forth both in the study itself and in the interpretative foreword by Frederick 
C. Mills. The problem is found not to be one of vast numbers of men 
being lopped from payrolls by single spectacular inventions. Rather it is, 
more commonly, one of the introduction of numerous small changes which 
may displace hand work or less efficient machinery. The mechanical advance 
is seldom limited in its effect to those employed in one process. The machine 
itself may economize the labor required for the operating force, for the aux- 
iliary force, for those engaged in producing machinery, or for those required 
in marketing the article; yet at the time that it changes one of these occupa- 
tional groups it is apt to expand or contract the others. Thus a complex 
machine designed to economize labor in processing may require less auxiliary 
labor for its maintenance, more ‘“embodied labor’’ in its manufacture and 
its power requirements, and more indirect labor in disposing of the in- 
creased output which it makes possible. Or, again, it might make smaller 
demands upon one or all of these fields. No adequate measurement of 
changes in productivity can be based upon a simple calculation of the num- 
ber of workers directly employed in the new process in contrast with the 
number required by the old. The varied demands of machinery for labor 
of differing degrees of skill, and the capacity of machinery to displace all 
grades of labor further complicate the problem. Finally, the introduction 
of machinery into an industry characterized by a highly inelastic demand is 
likely to be to a substantial degree labor-displacing, while under conditions 
of elastic demand the machine may through broadening the market be 
“productivity-increasing.”’ 
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The chief value of the book lies in the gold-mine of material which it 
affords concerning the practices in specific industries. We have here a 
carefully compiled record of the recent major changes in many manufactur- 
ing industries, in agriculture, in mining, in construction, in railways, and 
in a number of other fields. Considerable attention is given to the life 
history of inventions and to the stages of their development. A chapter is 
devoted to the machine-producing industries. 

Professor Jerome is inclined toward the view that, as compared with 
the year 1900, manufacturing may have tended toward a lowering of its 
skill requirements. Recent trends, however, suggest a levelling process. The 
mechanization of handling has reduced the demand for unskilled workers 
in this field. Skilled workers are eliminated by the displacement of handi- 
crafts. Looking toward the future it is felt that the average skill required 
may be increased as the building and care of machines will require an in- 
creasing number of relatively skilled workers, while mechanical handling 
is apt to make further substantial inroads upon the demand for unskilled 
workers. “On the whole, the shift will continue to be from emphasis on 
the trade-skill typical of the handicraftsman, on the one hand, to the alert- 
ness and intelligence required in handling fast and intricate machinery 
and, on the other, to the more formal training required in the engineering 
and production planning departments” (p. 403). 

Despite the exceedingly valuable material amassed and the scrupulous 
care taken in its interpretation, Professor Jerome’s study is not altogether 
convincing. His statistical technique is excellent. He has sought to avoid 
unguarded generalizations in the effort to present a colorless account of 
mechanization. Moreover, in spite of a rather rambling method of presen- 
tation, he cannot be accused of avoiding difficult issues or of failing to state 
such conclusions as lie clearly within the scope of his data. Yet one leaves 
the book with a serious doubt as to the value of his study in furnishing a 
correct guide for future social policy on the problem of mechanization. In 
the first place, the bulk of the data covers a most unusual period in American 
industrial development, a period which, as Professor Jerome suggests, was 
peculiarly adapted to the rapid growth of mechanical improvements in 
most fields. One wonders, however, when our profit system will again find 
market conditions—to mention only one factor—propitious for the rapid 
introduction of new mechanical devices or for the more extensive use of 
existing devices. Is it possible that the system is sufficiently out of balance 
to retard greatly the important machine production industry? Or if ma- 
chines are introduced in a depression period, are they not apt to be labor- 
displacing in character? It would surely seem that we should not weigh 
too heavily the record of machinery in a period in which such gross distor- 
tions were appearing in our economic structure. 

Again, Professor Jerome appears to show too little concern over the 
problem of technological unemployment. He has, to be sure, successfully 
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demonstrated that mechanization was, during the period surveyed, largely 
not labor-displacing in character from the standpoint of the economic system 
as a whole. This conclusion might be accepted for the “prosperity” years 
One wishes, however, to peer more closely into the marketing and service 
trades. It may be that the failure of the 1930 census to record a Significant 
decline in the proportion of gainfully employed workers to the total popu. 
lation rested upon a comparatively temporary and possibly unhealthy ex. 
pansion in the marketing and service pursuits by the influx of many who 
were displaced from agriculture and industry. Surely manufacturing was 
able to employ at the close of that decade a smaller portion of gainful 
workers. Agriculture furnishes an even more striking case, despite the 
immobility of farm labor. Can the other fields continue to take up the slack, 
especially when one considers the belated yet real movement toward ration- 
alization in office work and in the field of marketing? 

Finally the differentiation made between labor-displacing and produc. 
tivity-increasing machinery is not altogether satisfying. One can agree that 
the introduction of machinery tends in differing degrees to result in labor 
displacement, considered from the standpoint of an occupation, an industry, 
or the industrial system as a whole. But, may it not be that the ability of 
machine industry to be so largely productivity-increasing during the twenties 
was a rather temporary, and possibly speculative, phenomenon and that the 
present industrial price structure is, thanks to quasi-monopolistic policies, 
not adjusted at a sufficiently low level to permit of the full employment of 
labor? Stated otherwise, may we not be today faced with genuine labor 
displacement due to the failure of our economic system to remain thoroughly 
competitive during a period of rapid machine introduction? 

These objections in no way seek to invalidate the important contribution 
which Professor Jerome makes to the understanding of the course of 
mechanization during the period studied. No student of American indus- 
trial organization can afford to be unacquainted with his measurements of 
mechanical change. Still one has a serious doubt whether he is correct in 
holding lag responsible for so many of the maladjustments occasioned by 
machinery. Our industrial system does not appear to deserve so clean a 
bill of health. 

CoLsTON E. WARNE 

Amberst College 


Report on Cost of Distribution of Electricity. By THE POWER AUTHORITY 
OF THE STATE OF New York. (New York: Albany: State House. 
1934. Pp. 300.) 

New York State’s agency for the development and sale of St. Lawrence 
power admittedly relies upon the use of public competition, or the threat 
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of it, as the chief device by which consumers of electricity in New York and 
adjoining states may receive the benefit of lower rates. The direct savings 
from the operation of the St. Lawrence project are estimated at not more 
than $10,000,000 annually, or but 39 cents per retail kilowatt hour now 
used in New York State. By standing ready to encourage public distri- 
bution of electricity if private companies refuse to negotiate contracts for the 
resale of St. Lawrence current at ‘‘reasonable”’ prices, however, the Authority 
hopes to insure a substantially greater consumer benefit. 

This highly significant volume presents the results of an intensive three- 
year survey intended to arrive at estimates of reasonable costs of distribut- 
ing electric current. Estimates of the cost of current ready for distribution 
are likewise made. It is concluded that for residential customers a rate of 
3.5 cents per kilowatt hour for an annual consumption of 600 kilowatt hours 
is adequate under existing conditions. This rate includes 2.5 cents for dis- 
tribution and 1 cent for generation and transmission, and provides for a 
capital return of 6 per cent. For twice this consumption a rate of approxi- 
mately 2.7 cents is declared adequate. Rates in New York State now range 
from about 4 cents to 9 cents, and average about 6 cents per kilowatt hour, 
for this volume (600 kw.hr.) of consumption. 

Space permits mention of only a few of the many other conclusions ad- 
vanced in this compact volume. It is stated that the variation between 
localities in the “‘reasonable’’ cost of distribution to a given class of cus- 
tomers is not great, while the pooling of power tends to minimize differ- 
ences in generation and transmission costs as well. Municipal distribution 
costs can be materially lower than those of private plants, even after equal 
allowance is made for taxes, return on capital and depreciation. Rural dis- 
tribution, while costlier than urban, would raise the distribution costs in 
combined urban-rural areas only slightly. Reduced rates would not mean a 
corresponding decline in revenues “because a truly promotional rate would 
result in a rapid increase in average use per customer.” 

The broad conclusions are supported by detailed analyses in nine ap- 
pendices which together comprise more than 250 of the volume’s 300 pages. 
The appendices contain reports on distribution costs in each of 28 towns 
and cities and New York City. They also include an explanation of methods 
used in arriving at: (1) unit costs in valuation of distribution properties; 
(2) the allocation of distribution costs between domestic and other cus- 
tomer groups; (3) the determination of fixed charges (capital return, de- 
preciation, taxes and insurance); (4) “reasonable” allowances for various 
operating expenses and their apportionment between customer groups; and, 
(5) a valuable consideration of diversity and other factors in estimating 
costs of current ready for distribution. 

The findings presented and the methods employed in this report do not 
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seem to be conclusive in all respects. One may question whether the Power 
Authority has sustained its burden of proof in asserting that reasonable 
residential rates throughout New York State should be’ no more than 3,5 
cents per kilowatt hour for an annual consumption of 600 kilowatt hours, 
or 2.7 cents for a consumption of 1200 kilowatt hours. The startling dis. 
crepancy between the suggested rates and those now employed is shown 
the Preliminary Report of the Federal Power Commission Electric Rate Sur. 
vey which records only one instance (out of 107 cities of more than 100,000 
population), where the kilowatt hour rate for 1,200 kilowatt hours per year 
is as low as 2.7 cents, and but eleven instances in which the rate for this 
large consumption is as low as 3.5 cents. Moreover, the possible savings 
estimated by the Authority for present residential and commercial consum 
tion amount to 22 per cent of all electric revenues in New York State in 
1932, and to 37 per cent of commercial and residential revenues. Through- 
out the report is the questionable assumption that exact yardsticks of general 
applicability can be arrived at by which to test the reasonableness of every 
sort of cost situation. 

While one may not concede the complete validity of all its conclusions and 
methodology, this report nevertheless represents a highly intelligent and 


worthwhile attempt to pioneer in the illumination of an important and com- 
plex field. 


JoHN D. SUMNER 
University of Buffalo 
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This is a study of the policies of foreign countries with regard to the 
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and the taxation of highway vehicles and fuel. 

MacMurry, C. D. and Cree, M. M. Shipping and shipbroking: a guide to all 
branches of shipping and government. 3rd ed. (New York: Pitman. 1934. Pp. 
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Towards Stability. By SUMNER H. SLICHTER. (New York: Holt. 1934. 
Pp. xi, 211. $2.00.) 


In the curt limits of this little book Professor Slichter has compressed an 
analysis of business cycles, and a discussion of various schemes for stabiliza- 
tion, with special emphasis on the “New Deal.” The author finds the prob- 
lem of achieving stability to lie in the stabilization of the prospect for profits, 
because the volume of consumer spending depends upon the income derived 
from business spending, which in turn depends upon the prospects for 
profits. 

The analysis of the business cycle follows what the author calls seven 
“strands”: that consumer incomes, and hence consumer spending, depend 
upon business spending; that the demand of business enterprises for labor 
and commodities depends upon present and prospective profits; that prices 
are not sufficiently responsive to changes in conditions to cause business 
enterprises and consumers to disburse their incomes at a constant rate and 
to cause changes in the volume of business spending to be offset by changes 


Trade, Commerce, and Commerical Crises 2123 


ne 
er 
dle 
fs, 
is- 
by 
f- 
00 
Is 
gs 
Ip 
in 
h- 
al 
d 
d 
k: 
al 
mn, 
pl 
as 
al 
y 
f: 


312 Reviews and New Books [June 
in the volume of consumer spending; that various “‘conjunctures,” or events 
external to the cycle, may accentuate the course of a boom or a depression, 
or they may change the trend of business, initiating either a boom or 4 
depression; that the demand for goods in large measure must be discovered, 
and, for causes which are independent of business cycles, the discovery of 
advantageous ways of spending money does not occur at a constant rate. 
that the growth of industry often produces maladjustment between the pro- 
ductive capacity of industry and the demand for goods; and that credit 
greatly accentuates the fluctuations in business which are produced by other 
causes, and is itself an independent cause of maladjustment. 

On the basis of this analysis, the author offers careful and penetrating 
criticisms of some of the schemes proposed for hastening recovery. Wage 
increases are declared pernicious; wage reductions desirable, but practically 
impossible. ‘Government spending not accompanied by business spending 
is very much like pouring water in the sands’’; planning is desirable, but in 
practice difficult or impossible. The N.R.A. has impeded recovery, by 
fostering monopoly and thus “delaying the transmission of savings produced 
by technological changes to consumers in the form of lower prices and 
thus preventing purchasing power from growing as fast as productive 
capacity.”’ In conclusion, Professor Slichter offers a few sagacious observa- 
tions regarding our obsolete constitution, and adds that “‘one feels safe in 
predicting that the government as now organized is not capable of formulat- 
ing a policy of intervention which will be satisfactory in the long run.” The 
New Deal—‘not an integrated program, but a series of self-defeating at- 
tempts to confer favors on too many special groups—’’ is the logical product 
of our government machinery; and the author believes that nothing less than 
the abolition of the separation between the legislature and the executive, and 
the institution of cabinet government, will give us a government capable 
of meeting the problems raised by the business cycle. 

The outlook for such change is, of course, not cheering; and Professor 
Slichter seems to doubt whether capitalism will ever recover. Indeed he 
doubts whether capitalism is worth keeping, and finally concludes: 

One cannot avoid asking whether it is wise to base the maintenance of produc- 
tion, and hence the standard of living, upon such a narrow and precarious founda- 
tion as the prospects for profit. Would it not be sensible to shift to a simpler 
economic system, such as socialism, under which mistakes would be less costly 
and the incentive to reduce production less compelling? These are questions 
which each person must answer for himself. No one should be surprised, how- 
ever, if it turns out that the successful operation of such a sensitive and intricate 
system as capitalism requires more understanding of economics, more appreciation 


of the interdependence of interests, and more capacity to coéperate than mankind 
can supply. 


Inevitably, in so controversial a field as business cycles, there is much that 
can be disputed and criticized. It must suffice here to say that, in condensing 


the a 
authe 


discu: 
brevi 
ing, | 
prehe 
have 
caref 
The 
prob: 


of so 


not 


1935 
ADA 
Ec 
U 
DLOI 
of 
ink 
ht 
cu 
sal 
fle 
D 
Re 
tu 
the 
pr 
su 
1S, 
bi 
th 
in 
cy 
tw 
pr 
th 
tet 
in 
b 
m 


1935] Trade, Commerce, and Commerical Crises 313 


the analysis of business cycles into a space of only about fifty pages, the 
jithor has necessarily simplified many points so much as to give to the 
discussion, at some stages, an air of unreality. Likewise for the sake of 
brevity, the analysis exaggerates the uniformity in cycles. It would be cavil- 
ing, however, to suggest that the author should have written a more com- 
oehensive book. If every man could read the little book as it is, he would 
have a far better appreciation of the intricacies of the subject, and of the 
areful study that will be necessary to deal successfully with the depression. 
The reviewer closed the book with a feeling that the American people will 
probably never find the way out. Unlike Professor Slichter, he does not think 
of socialism as a possibility worth much consideration. If capitalism does 


Wage not revive, we shall probably get not socialism, but fascism. 
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ADARKAR, B. P. The theory of international prices. Paper read before the Indian 
Economic Conferences held at Patna, 1934. (Benares: Author, Benares Hindu 


and Univ. 1934. Pp. 14.) 

R. H. Cyclical fluctuations in commodity stocks. (Philadelphia: Univ. 
igs of Pennsylvania Press. 1935. Pp. xii, 177. $2.50.) 

e in 


This book is an analysis of the behavior of commodity stocks in the hands of 
industrial producers. Since Dr. Simon Kuznets in his study, Cyclical Fluctua- 
tions, Retail and Wholesale Trade, United States, 1919-1925, has already dis- 
cussed the influences which affect the purchases and stocks of consumers, whole- 
salers, and retailers, the author confines his efforts to this hitherto unexplored 
field of investigation. The statistical technique used is the method developed by 
Dr. Wesley C. Mitchell and his associates in the National Bureau of Economic 
Research. 

The study deals with 35 commodity stock series, not only as to their own 
cyclical fluctuations, but also with regard to their behavior during cyclical fluc- 
tuations in general business, production and prices. For purposes of exposition 
the 35 series are divided into three groups: (a) raw materials an — 
processed materials most of which are largely in the hands of industrial con- 
sumers; (b) the “disparity” stocks of finished products at the producers’, that 
is, those stocks whose cyclical fluctuations tend to be inverted to those of general 
business; (c) the “convenience” stocks of finished products at the producers’, 
that is, those stocks whose cyclical fluctuations are positively related to those 


npler 

costly in general business. ie 

rtd It is the author’s contention that while “‘all is not order and regularity in the 


cyclical behavior of commodity stocks” they nevertheless “‘act as buffers be- 
tween certain economic processes which it appears necessary or desirable to have 
proceed cyclically at varying rates.”” Hence, it “is necessary to qualify carefully 
the oft-repeated generalization to the effect that large stocks of commodities 
tend to pile up in periods of business expansion or prosperity, are carried over 
into depressions, and are gradually exhausted before new periods of expansion 
begin.” Furthermore, while Mr. Blodgett recognizes the necessity in the treat- 
ment of value theory of assuming a time period sufficiently long to permit 
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[June 
economic forces to exert their influence, he feels that it is often at the 
of the “actual period of clock time.’ Consequently, he concludes that “what 
seems to be necessary is to try with more determination than in the past td 
establish connections between static economic theory and dynamic economic 
conditions.” 

The study is adequately buttressed with lists of 35 figures and 11 tables plus 
a 60-page appendix in which each of the commodities discussed is minutely 
analyzed. One leaves the book with a feeling of satisfaction, an assurance that 
another obscure section of our industrial field has been brought into the light. 


J. M. McDaniet 


EDGEWORTH, K. E. The trade balance: a problem in national planning. (London: 

Allen and Unwin. 1934. Pp. 135. 3s. 6d.) 

Fritz, W. G. Contributions to business-cycle theory. (Pittsburgh: Author, Bur. 
of Bus. Res., Univ. of Pittsburgh. 1934. Pp. 71. $1.60.) 

This work presents a condensed exposition of the business-cycle theories of 
111 writers, each condensation being written in the style and wherever possible 
the exact words of the original author. On the average 500 to 1,000 words are 
given to each summary so that no one type of theory is stressed at the cost of 
any other. The selections are classified analytically and chronologically, and the 
work is replete with references and cross references. Pages 64 to 71, inclusive, 
contain an exhaustive list of references to collateral material pertaining to the 
nature, effects and remedies for the business cycle. 

The section of the book containing the actual readings is preceded by a ten- 
page discussion on the historical and economic setting of business-cycle theory. 
Mr. Fritz suggests that business-cycle explanations can be segregated historically 
into four periods: (1) agriculturist and purchasing media explanations, i.e., 
theories presented before 1801; (2) crisis explanations, 1802 to 1866; (3) 
monistic explanations, 1867 to 1912; and (4) pluralistic er 1913 to 
date. He also classifies the theories according to the factor held to be basic by 
the theorist: natural conditions, human qualities, technological circumstances, 
means of utilization, proprietary and contractual relationships, instability of 
aggregate external events, and ay 

In the preface the compiler frankly admits that it has been necessary to 
sacrifice completeness of detail for orderliness and variety of interpretation. 
In some cases this sacrifice of detail has not been harmful to the content; but 
the reviewer feels that in a few instances the condensation has been carried too 
far. For example, the section devoted to John Maynard Keynes is far too sketchy 
to give even a vague notion of what he conceives to be the explanation of the 
business cycle to one not already acquainted with his writings. As a syllabus or 
framework for a systematic study of business-cycle theory this work is without 
doubt the best in the field. 

WILFORD J. EITEMAN 


Garvan, F. P. In the matter of a proposed hess pony: trade treaty between the 
United States and Switzerland: shit submitted on behalf of chemistry in the 
United States. (New York: Chemical Foundation. 1935. Pp. 124.) 
HILL, H. Foreign trade and the worker's job. Popular pamph. on world problems 
no. 1. (Boston: World Peace Foundation. 1935. Pp. 40. 10c.) 
Labor should be interested in extending foreign trade in order to increase 
employment. Analysis supported by statistics. 
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Hut, C. International trade and domestic prosperity. Address before the Na- 
tional Foreign Trade Council, New York City, November 1, 1934. (Washing- 
ton: Supt. Docs. 1934. Pp. 14. 5c.) 

KnicHT, C. L. Secular and cyclical movements in the production and price of 
copper. (Philadelphia: Univ. of Pennsylvania Press. 1935. Pp. xiii, 153. $2.) 

Mackie, A. L. Theories of the trade cycle. (London: Macmillan. 1934. Pp. ix, 
198. 7s. 6d. 

OLSHAUSEN, P. Friedrich List und der deutsche Handels- und Gewerbsverein. 
(Jena: Fischer. 1935. Pp. x, 357. RM. 16.50.) 

Peek, G. N. A great constructive contribution to the first of the sciences by the 
President of the United States. (New York: Chemical Foundation. 1934. Pp. 
22. 

co to the President of the United States by the special adviser to the 
President on foreign trade; also his letter to the President on international 
credits, 1896-1933. 

Sayre, F. B. American commercial policy. Address before the American Associa- 
tion for the Advancement of Science, Pittsburgh, December 31, 1934. (Wash- 
ington: Supt. Docs. 1935. Pp. 18. 5c.) 

SCHREIBER, M. Grandziige einer nationalorganischen Aussenhandelspolitik. 
(Jena: Fischer. 1935. Pp. xi, 206. RM. 8.) 

Balances of payments, 1933, including an analysis of capital movements up to 
September, 1934. (Geneva: League of Nations. New York: World Peace 
Foundation. 1934. Pp. 188. $1.50.) 

Exporters’ encyclopedia, 1935: containing information relative to shipments for 
every country in the world. (New York: Ashwell. Pp. 1728. $20.) 

Foreign commerce and navigation of the United States oe the calendar year 1933. 
(Washington: Supt. Docs. 1934. Pp. 606. $1.75.) 


Accounting, Business Methods, Investments and 
the Exchanges 


The Chart of Plenty: A Study of America’s Product Capacity Based on the 
Findings of the National Survey of Potential Product Capacity. By 
HAROLD Logs and Associates. (New York: Viking. 1935. Pp. xv, 180. 
$2.50.) 

This work is another example of the tendency of engineers during recent 
years to interest themselves in the economic as well as the technical aspects 
of industry. While Mr. Loeb, whose name is attached to the book, is not an 
engineer, practically all of his assistants are technicians by background and 
training.’ Of the sincerity of these gentlemen there is no doubt. By training 
and experience they seem to be qualified for the work they attempted in so 
far as any group of men can be qualified for such a gigantic job. 

The survey, financed by the federal government, represents an attempt to 
determine: (1) what our industrial machine actually produced in 1929, 


“His principal associates in the work were, Felix Fraser, Walter Polakov, William 


a Graham Montgomery, Montgomery Schuyler. The technical staff included about 
persons. 


316 Reviews and New Books [June 


(2) what it could have produced with existing technique and equipment jf 
unhampered by the limitations imposed by our social and economic Organi- 
zation and conventions, (3) what this would have meant in consumable 
goods when measured against a national budget of consumption established 
somewhere near the ‘‘comfort level.” 

The volume is organized around a so-called ‘‘Flow Sheet,” which repre. 
sents the flow of goods from raw materials to their final condition as con. 
sumable goods and services. This sheet is set up in a series of columns, The 
first includes only raw materials. Each succeeding column represents the 
changes which take place as the result of one or more processes of produc- 
tion. In each column certain items are transferred from the category of 
“materials” to that of ‘‘consumers’ goods.”” Thus in column 2, as a result 
of one productive process or of comparatively few relatively simple processes 
such consumers’ goods as meats, vegetables, milk, eggs, etc., appear. The 
list is added to in each succeeding column as a result of the succeeding pro- 
duction processes depicted therein. At the same time appropriate changes in 
the condition of ‘‘materials’’-—from raw to semi-finished, for instance—are 
indicated. The final column presents the actual 1929 production of goods 
and services at retail prices in comparison with their possible production and 
possible consumption as determined by the budget as established above. 

This “Flow Sheet’ contains a monumental mass of information and te- 
quires close study to understand all its implications. Its use has the out- 
standing advantage of enabling the “spotting” of “bottle necks” in produc- 
tion capacity. For instance, the finishing processes depicted in Column 4 may 
show a certain industry as able to produce 1,000,000 units of Article A. 
But if Column 3 shows that the supporting industries are able to produce 
enough of Product B—a part or material going into or involved in the 
production of A—to make only 500,000 units of A, then, obviously, the 
total capacity for Product A is only 500,000 units rather than 1,000,000 as 
would have been the result obtained by previous techniques used in com- 


puting national production capacity. It also avoids the use of the inaccurate 


averaging of excess capacity percentages previously used. 

Several things should be noted as to the manner in which this comput 
tion of capacity was made: (1) It involved the collection of data as to 
equipment and producing methods from trade associations, individual bus'- 
ness houses, and other sources by workers of the survey. (2) It contemplated 
no changes in equipment or technique from that used in 1929. (3) It con- 
templated some changes in tempo of production—two or three shifts instead 
of one where practical, for instance. (4) The codrdination of productive 
processes from column to column and the transfer of materials from column 
to column involved innumerable decisions of judgment by those doing the 
detailed work of the survey. The quality of the final result therefore is condi- 
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nt if ME tioned by the quality of the aggregate judgment of those making these 

ani- decisions. 

able The final result of the computation indicates that instead of a total na- 

hed tional income of 94 billion dollars in goods and services in 1929, we could 
have enjoyed an income of 135 billion 1929 dollars—an increase of about 


pre- 44 per cent. This would have afforded a total annual income per family 
“0n- of $4,370 in 1929 buying power. 

The In their final chapter the authors consider and discard as impractical under 
the the present system several traditional methods which might be used for 
luc: increasing consumer purchasing power so as to absorb and thereby induce the 
of bringing into existence of this additional product. These methods are: (1) 
sult raising wages and salaries, (2) increasing property income, (3) increasing 
8€5 entrepreneurial income, (4) expanding credit. 

The The method which they propose for this purpose involves three steps: 
f0- (1) the prices of producible goods and services shall be fixed—at any price 
in level—and totaled; (2) the total price shall be issued in the form of income 
are to prospective purchasers and cancelled when exchanged for goods and 
dds services; (3) the industries producing these goods shall be centrally con- 
nd trolled so as to assure capacity production. 

In this suggestion the authors are perhaps not so happy as in the more 
te- factual portions of their work. With the statement that the proposal “would 
ut: seem to solve the economic problem in so far as its engineering aspects are 
uC concerned” they dismiss the stupendous tasks of reorganizing our social 
lay structure, changing our national psychology, making over our habits of 
A. thought, and readjusting our concepts of human relationships and motives, 
ce which tasks are fundamental and necessarily prerequisite to putting the 
he proposal into effect. 
he In spite of this typically technical lack of appreciation of the subtler 
as and less tangible elements of the problem, this book demands the careful 
n- study and thoughtful analysis of everyone seriously interested in economic 
te affairs, whether from the academic standpoint or from the point of view of 

practical statesmanship. This is for the following reasons: 
a- (1) It is probably the most intelligently organized and technically ade- 
to quate attempt yet made to estimate the current productive capacity of this 
country. 
d (2) Within the same covers it matches this capacity against our consum- 
I ing capacity on the “comfort level.” This part of the job is not particularly 
d well done but it is a beginning. 
e (3) It is one of the most devastating factual criticisms yet developed upon 
a the use of the “scarcity” principle in production control. 
. (4) It involves the first application of a technique and a method which 


J may be used in the practical work of national economic planning when 
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we are finally forced to it. This is to the mind of the reviewer its mog 

significant contribution. 

Certain assumptions made by the survey may be held unjustified, details 
of its technique may be criticized, the accuracy of its findings may be ques. 
tioned, and the practic ability of its recommendations may be doubted, but 
its report must still remain one of the most thought-provoking of the Current 
contributions to economic literature. 


R. S. ALEXANDER 
Columbia Universit) 


Corporation Finance. By FLoyD F. BURTCHETT. (New York: Harper. 1934 
Pp. ix, 1078. $4.25.) 

As the fruit of only seven years of university lectures on corporation 
finance, Dr. Burtchett is enabled to make a notable contribution to the 
literature of that subject. He approached the task with the conviction that 
(a) corporations must be regarded as socially useful institutions and (b) 
those who control them have a substantial degree of social responsibility. 
Moreover, (c) the corporation is the dominant form of business organiza- 
tion and (d) its continued extension will ‘—ultimately—transform rather 
completely the contemporary concepts of private property and personal 
wealth.” It is evident that the author has a social point of view and, more- 
over, he appears to favor those measures and practices which will save 
capitalism from the predatory and ignorant capitalist who has done so much 
to destroy his own system. 

The forty chapters of this text are organized into eight parts of which 
the first is introductory, relating to the rise and present place of the cor- 
poration, the supply and demand of capital funds. Then comes a block of 
ten chapters under the heading, “The instruments of corporation finance,” 
among which there is an unusually good treatment of par values and shott- 
time finance instruments. There follows an excellent section on “Financial 
organization of modern industry” and among its five chapters, that on “The 
elements of financial structure’ has exceptional merit. Promotion is then 
treated in seven chapters and of these ‘The general principles of bortow- 
ing,” “Privileged subscriptions” and “Employee stock ownership” have 
unusual quality. “Financing of ordinary operations of the business” is de- 
veloped in eleven chapters, among which that entitled “On accounting” is 
of special value. In addition, there is a chapter on budgets, a subject rarely 
treated in texts on corporation finance, and two chapters of “Analysis of 
financial statements” which add materially to the value of the volume. Work- 
ing capital and depreciation are also well considered and the treatment 
of “Surplus and dividend policy” surpasses that of any other text. “Extinc- 
tion of long-term indebtedness,” “Lease and direct ownership expansion” 
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and “Poly-corporate expansion” add to the list of chapters which make this 
section unusually strong. The treatment of “Illegal combinations” is also 
original work of high quality, wherein the author appears to favor the 
development of administrative powers by the Supreme Court. 

“Corporate dissolution and financial reconstruction” is developed in five 
chapters, the material for which is drawn from court decisions minutely 
examined. Indeed, Dr. Burtchett has not merely presented the best material 
from other texts. He has done much more; for the entire volume is char- 
acterized by research which gives it a highly original quality. He has gone 
to primary sources wherever possible and where he has done so his work is 
most effective. In addition, he has developed many phases of the subject that 
are merely mentioned by other texts with results so good that one could 
wish that he had included more of his findings, even at the expense of a 
bulkier volume. There is a wealth of footnote material, reminding one of 
Dewing’s Financial Policy of Corporations. There is also an excellent grasp 
uf accounting aspects of corporation finance, a resemblance to Gerstenberg’s 
Financial Organization and Management. His work surpasses them both in 
respect to legal phases of the subject, but lacks the style of the former and 
balance of the latter. Yet he is not unmindful of the general business and 
economic ignorance of lawyers who dominate important corporate situa- 
tions. 

On the whole, one must conclude that the author has that unusual com- 
bination—a knowledge of the law of corporation finance, accounting and 
economics—essential to a successful text and all about equally well de- 
veloped. This becomes the more apparent in the final section, “Social 
aspects of corporate financial policy,” the most distinctive feature of the 
text, for here he has assembled comments and criticisms of corporate finance 
rather than distributing them through the volume as is done by Dewing. 
Here also he rounds out the social aspects of the subject. He finds an in- 
creased number of defenders of social control in “every relapse into a state 
of economic depression.” At the very heart of the corporation problem is “— 
the corporate entity and its fiction.” But, unfortunately, the subject is not 
developed. The decreasing control exercised by security holders and the 
concentration of control are set over against the increasing puerility of state 
control in the face of subversive financial practices by corporations. Methods 
of control are examined under ‘Regulation of corporate fiscal policy” in- 
cluding the Securities act of 1933. Dr. M. M. Stockwell prepared the chap- 
ter on “The taxation of corporations” which is excellent in spite of its 
undue brevity; and the author then concludes the volume with “Some 
problems of the future.” Here he refers to the development of corporation 
law to the defeat of social control, the lack of protection for minority inter- 
ests, the capital structure and its manipulation, the remuneration of manage- 


— 
June 
NOost 
ails 
ues- 
but 
rent 
R 
ion 
the 
hat 
b) 
ity. 
ef 
al 
fe- 
ve 
ch 
C h 
f 
al 
€ 
n 
e 
is 
f 
t 


320 Reviews and New Books [June 


ment, over-capitalization, the holding company and banker control, the tr 
organization evil, the conflict of legal jurisdictions and means of correct 
problems involved in all of these. There is also a valuable section on col. 
lateral reading organized with reference to chapters in the text. 

The reviewer's only real criticism relates to questions of method of presen. 
tation and emphasis, the allotment of space to subjects included and thos 
not included, but these are minor considerations when weighed against ; 
work of such unquestioned value. 

E. A. KINca 


University of Virginia 


Financial Organization and Administration. By W. MACKENZIE STEVENs, 
(Cincinnati: American Book Co. 1934. Pp. xvi, 670. $4.00.) 

According to current standards, this text is really three rolled into one. 
It is first a brief treatise on what is usually thought of as corporation finance 
secondly on business finance, and lastly on budgetary control and procedure, 
Small type and the author's ability to compress his material into terse pan- 
graphs have permitted the book to be held down to a normal size. The inclu. 
sion of summaries, questions and sketchy “problems” at the end of neatiy 
all the chapters reduces the actual text material to about 550 pages. The 
result in many portions of the book is a striking resemblance to the hand- 
book or desk manual type of treatment. 

This is nowhere truer than in the first 185 pages of text, where the whole 
range of subject matter usually included in courses in corporation finance 
is presented. Thus it is somewhat disconcerting to find the holding company 
surveyed in two and one-half pages, as simply one of many methods to 
“apportion control’ in corporate enterprise (Chapter 4); and the topic of 
“Combination” (graced by a prominent sub-heading) disposed of in four 
brief pages. Of these latter just two are devoted to the advantages and dis- 
advantages of large-scale mergers, and one paragraph of six lines (p. 189) 
to the highly significant circular form of merger developed in post-war 
years. The chain form, typified by the Hahn Department Stores or National 
Dairy Products Corporation, is not mentioned. Under-capitalization, so prev- 
alent among our large corporations today, receives one page of analysis— 
which would have been far more challenging to students if it had consisted 
of a twenty-year accounting summary of either the National Biscuit Company 
or the General Electric Company. There is compensation, however, in the 
fact that the topic of over-capitalization and “stock watering,” still so grossly 
overemphasized in current teaching, receives only two pages of attention. 

The author is quite apparently most interested in the subject of budgetary 
control and sales forecasting, which he includes in Part 3. These and related 
topics occupy almost exactly one-half of the book, and are excellently 
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died. The approach is broad. Many useful and simple statistical modes 
ecting imme! attack are presented, and numerous sample forms, examples and prob- 
jems will be extremely helpful in teaching. Internal budgetary procedure, 
with suggested forms and reports, occupies some fifty pages; and, although 
, thorough knowledge of accounting is presumed, teachers should find this 
thoy ™msection as valuable as any in the book. 

It is in Part 3 (p. 396) that the most interesting paragraph of the book 
is encountered, at the end of a discussion of financial adjustments during 
the course of a business cycle. The author, professor in the Louisiana State 
University, warns the embryo financial manager that if inflation seems 
assured, all rules must give way to one: 


Convert all assets into residual equity claims on . . . physical property or com- 
modities . . . ; and convert all possible liabilities to others than yourself into 
liabilities payable in fixed numbers of dollars. Thereafter, your creditors must 
take payment in depreciated currency. . . . By this means the property of others 
is conveniently and legally transferred to you. . . . By law, every man is encour- 
aged to grab as much and as soon as he can at the expense of his neighbor, his 
employees, his investors and those who supply him with goods. 


Part 2, “Procurement of capital,” dealing briefly (less than 70 pages) 
“atly MB with working capital requirements, has as its final chapter “Incorporation,” 
The MM which seems to have inexplicably strayed from its obviously correct posi- 
and: TR tion in Part 1. Incidentally, in this chapter California's present law regard- 

ing double liability for shareholders is not correctly stated (p. 304), though 
hole HM in other portions of the book developments as late as 1934 are included. 
ance There are a number of minor slips elsewhere. The principle of the Boyd 
any BB case (p. 173) is misstated; and in one of the few illustrative examples 
St0 Ti used, that of the Dennison Company’s financial structure (p. 153), that 
cof company’s recent history is neglected when its inclusion would have 


™ strengthened greatly the point being stressed. 

9) SHAW LIVERMORE 
University 

sd niversity of Buffalo 

" Government Rules Industry: A Study of the NRA. By MICHAEL F. GAL- 

a LAGHER. (New York: Oxford Univ. Press. 1934. Pp. xiii, 241. $2.00.) 


ted The foreword contains a statement as to the purpose of the book—to 
present a clear view of the NRA “‘in its relation to law and the Constitu- 
the tion.” The NIRA and the NRA are regarded as symbols of grave conflict 
between “indestructible rights and liberty” on one side and “imperative 


sly 

i social justice and necessity” on the other. On the question of the constitu- 

ay tionality of the Act the reader is left in doubt; as to the feasibility of its 
dministration th i ive—‘th iti 

ed a ation the answer is negative—‘‘the NRA has been overambitious. 

tly .. . Effective and complete enforcement is not feasible” (p. 146). 
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The first two chapters review the provisions of the Recovery act and 
describe the administration created to give it effect. In the four 
which follow, a critical analysis is made of the process of code-making, the 
application of the labor and anti-trust provisions, and finally the enforce. 
ment of the codes. 

The general weakness of the codes (p. 35) arises out of the fact that 
they were “founded on compromise and barter.” Failure of their enforce. 
ment is due to the impossibility of applying them to small local industries, 
The labor provisions, mandatory in all codes, have so far failed to provide 
industrial peace. The fault is not with the provisions; for harmony between 
labor and capital depends not so much upon the law as upon “changed 
human hearts and minds” (p. 72). The anti-trust provisions of the Act 
are “crudely drawn and create almost insoluble doubt and ambiguity.” 
These provisions reflect most clearly the disastrous consequences of “political 
maneuvering and compromise’’ (p. 75). 

Chapters 7-10 are concerned with the matter of the constitutionality of 
the Act. As the constitutional powers of Congress during an economic emer- 
gency are not enlarged by reason of the existence of the crisis (p. 123), 
the question of the constitutionality of the Act as a whole must depend upon 
the answers the Supreme Court gives to three questions: 

Does the Recovery act fall within one of the special and enumerated powers 
of Congress ? 

Are there in the Act provisions which in their operation necessarily involve a 
deprivation of life, liberty, or property of the citizen without due process of law? 

Is the Recovery act in its delegation of powers to the President in harmony 
with the essential nature of the structure of the government (p. 128) ? 

It is evident from Section I, Title I, of the Act that it was the intention 
of its framers to base its constitutional validity in the commerce clause; 
but it is also evident that this statute, “in its necessary effect and direct and 
immediate operation, applies to business which heretofore has been con- 
sidered as strictly and exclusively local and intra-state . . . and not sub- 
ject to regulation of Congress” (p. 135). In adjudicating the question of 
the constitutional validity of the statute, the Supreme Court will be faced 
with the necessity of considering two opposing lines of decisions, one the 
older and stricter differentiation between interstate and local business and 
the other a newer and definitely broadening conception of the clause and 
the regulatory power of Congress. There are therefore at least three courses 
of action open to the Supreme Court: that the emergency existing in June, 
1933, was such as to justify the inclusion of all commercial and industrial 
activities within the scope of the commerce clause; second, that the emer- 
gency did not justify such an inclusion; third, that the Act is valid in so far 
as it applies to interstate and foreign commerce, but not otherwise. 

With regard to the application of the “due process” clause and the 
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‘principle of the separation of powers,” the author likewise canvasses the 
possibilities. The emergency of June, 1933, may or may not have created 
;situation in which it is necessary to ‘compromise between individual rights 
ind public welfare,” and to enlarge the powers of the executive. To the 
Supreme Court is left the duty of decision in these questions. 

The chapter entitled “Conclusions” should not be further summarized. It 
watains an appraisal of the results of the administration of the Act which 
s sympathetic in general, and while pointing out the mistakes is tolerant 
even to admitted failures. 

The appendix includes the text of the Act and various statements made 
by the President and its Administrator in connection with its promulgation, 
as well as certain forms issued by the Administrator to corporations and a 
list of the cases referred to in the text. 

W. W. McLaren 

Williams College 


Public Utility Valuation for Purposes of Rate Control. By JOHN BAUER and 
NATHANIEL GOLD. (New York: Macmillan. 1934. Pp. xxii, 477. 
$3.50.) 

This work is the second to appear in a series of volumes dealing with the 
law of property, a general study of which has been organized by Professor 
James C. Bonbright, editor of the series, and is being conducted under the 
auspices of the Columbia University Council for Research. The present 
volume treats of valuation in the sense of rate-base determination as prac- 
tised by American commissions and courts in regulating public utility rates. 

In Part 1, surveying the historical development of valuation, the authors 


‘ find that the Supreme Court, through its power of review of state and 
j federal legislation, has been able to shape “‘the law of the land,” but has 
‘ failed to define satisfactorily such concepts as “due process of law,” the 
‘ nature of the property to be protected from confiscation, the public interest 
f in this property, ‘‘fair value,” and “fair return,” all of which are held to 


be vital to the determination of reasonable rates. So far as principles are 
discernible they are comprehended in the adherence by the Court to the 
flexible rule of Smyth v. Ames, coupled with a more or less clear recogni- 
tion that present value cannot be identified with a value dependent upon 
the earning power of existing rates, and a distinct tendency to accept fe- 
production cost as the dominant factor in determining the rate-base. This 
tendency grew more pronounced following the war, and became the ac- 
cepted rule of the lower courts and state commissions after the Indianapolis 
Water case of 1926. The result has been a suspension of efforts by com- 
missions at rate revisions because of the expense, delay, and uncertain out- 
come of reproduction cost appraisals. 
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The long experience of the authors as representatives of the public jp. 
terest in rate cases stands them in good stead in the chapters of the secon 
part of the book, wherein procedure and processes are reviewed. The trext. 
ment of reproduction cost is devastating in its display of the difficulties, 
inconsistencies, and elaborate makeshifts of the accepted technique. The 
apparent realism of the process is revealed as pure illusion, obtained 
use of hypothetical assumptions as to physical conditions, methods, tim. 


period, and scale of construction, by guesswork as to types and prices of Un 
materials and labor utilized, and questionable allowances for overheads and 
intangibles, all of which afford opportunities for personal prejudice and 
self-interest to inflate the rate-base. The valuation of land, intangibles, work MN Arpri 
ing capital, depreciation, going concern value, and rate of return each re. stor 
ceive separate chapters well worth the attention of students and practitioners 184 
of valuation. ARON 
The third part of the book is constructive in purpose. The conclusion js wie 
drawn from Parts 1 and 2 that the departure of the Supreme Court from — 
actual or estimated cost of property to investors in the effort to find ; the 
mythical “fair value’ has brought “the admitted and published failure of BALD! 
regulation.” The authors have great faith, however, in the future possi- ex} 
bilities of a reformed system of regulation. They believe that the Court ” 
has left the way open for legislation that will f lat I i ay 
y op gislation that will formulate a clear-cut policy P. 
of control, limited only by the necessity of due process of law and avoidance BENT 
of confiscation. Regulation can and should be utilized for public planning An 
of a greatly extended scope. ‘It may be readily applied to basic natural St. 
resources (and) to important manufacture which is already essentially - 
monopolistic or which, for public advantage, should be monopolized.” Cont 
For adjustment of rates the well known “Bauer plan” is recommended, Hz 
which, very briefly summarized, calls for the rapid valuation of existing FIND 
properties; establishment of adequate depreciation reserves; revision of tic 
the companies’ capital accounts to give effect to the valuation; a fixed retum _ 
based upon actual cost of capital; fixed annual dividends on common stock, M 
both outstanding and new issues, excess earnings to be credited to a rate Hes: 
equalization reserve; and a broadening of commission power and responsi E; 
bility to include planning and supervision of the regulated industries. 1S 
This plan, resembling somewhat the service-at-cost plans in use in cet- - 
tain municipalities, would have decided advantages over the present system, Kes 
or lack of system, in the opinion of the reviewer. It would make valuation os 
matter of accounting and should greatly simplify rate-making, though rapid LAIF 
changes in price level might prove troublesome, and many matters of de- 2: 
tail remain to be worked out. But, however great the merits of the scheme, a 
rather formidable obstacles appear to its adoption, among them the in ta 


difference of the public, and the resourceful opposition of the utility com- 
panies. And, if the necessary laws were passed to introduce the program, 
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there would still be the hurdle of constitutionality to be leaped. The au- 
thors believe ‘‘that the constitutional question will be answered in the 
light of real public needs and objectives in relation to private rights.” Even 
x, there must still be considerable doubt that the judges who may happen 
to compose the Court will uphold the proposed compulsory modification 
of private rights without direct compensation to their holders. 

C. E. McNEILL 


University of Nebraska 
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McNair, M. P. Expenses and profits of variety chains in 1933. Bull. no, 95. 
(Boston: Harvard Univ. Bur. of Bus. Res. 1934. Pp. iv, 35. $1.) 

Net profits were higher in 1933 than in 1931-32, due to increase in Prices, 

MAGILL, H. S. A plea for justice: on behalf of ten million American citizens and 
American institutions that have invested their savings in public utility securi. 
ties. (Chicago: Am. Fed. of Utility Investors, 203 N. Wabash Ave. 1935, Pp. 
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proce R. L. Accounting for corporations. (Boston: Insurance Press. 1934, 
Pp. ix, 344.) 

Masson, R. L. and Stratton, S. S. Problems in corporation finance. (New 
York: McGraw-Hill. 1935. Pp. xvi, 402. $3.) 

MEREDITH, S. B. What the figures mean. (New York: Appleton-Century. 1935, 
Pp. 36.) 

Prepared to show an investor how to read and understand balance sheets 
and income accounts. ltatios used as standards are based on a study of 569 
companies in 41 industries. 

MILHAUD, E., and others. Organisation des échanges et création de travail. (Paris: 
Recueil Sirey. 1934. Pp. 404. 25 fr.) 

PATTERSON, E. M., editor. Increasing government control in economic life. 
Annals, vol. 178. (Philadelphia: Am. Acad. of Pol. and Soc. Science. 1935. 
Pp. 255. $2.50.) 

PAYNE, P. M. Plans of corporate reorganization. (Chicago: Foundation Press, 
Pp. 652. $10.) 

Quinpry, S. E. Bonds and bondholders: rights and remedies. Vols. I and Il. 
(Chicago: Burdette Smith. 1934. Pp. 750. $20.) 

Roe, N. G. The investment policy of trust institutions. (Chicago: Business 
Pubs. Co. 1934. Pp. x, 310. $4.) 

The author first establishes the financial importance and to some extent the 
economic significance of the personal trust business of trust companies. In this he 
is supported by reference to statistics on the size and number of estates pro- 
bated in selected counties in the United States for the period 1912-1923 (Fed- 
eral Trade Commission) and by reference to statistics on the distribution of 
wealth in the United States. After tracing briefly the historical development 
of the personal trust aspects of trust companies in the United States in this 
setting, he proceeds to discuss the detailed mechanism used and the procedure 
followed by trust companies in the care of personal trust funds. A most inter- 
esting chapter is devoted to the subject of commingled trust funds. 

The author analyzes the legal controls of the investment of trust funds, con- 
fining his attention to five jurisdictions—namely, New York, Massachusetts, 
Illinois, Ohio and Missouri 

From the point of view of the economist, the part of the book which will 
be of greatest interest (consisting of about half the book) is the study made 
of a large number of trusts over the period of years 1919-1932. In a study 
of this sample, he examines the manner and extent of their diversification as 
to types of securities, as to industries, and as to particular types of industries. 
He then examines, with the same statistical material as his background, the 
comparative advantages of trust investments in government obligations, real 
estate, railroads, public utilities and industrials. The notable contribution of 
this work consists in the fact that the conclusions are illustrated by reference to 
a sample experience with a large number of trust estates. 
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The final chapter is the best summary the reviewer has seen of the highly 
controversial subject, the liberalizing of trust investing. 
The book is thoroughly documented and indexed. 
James G. SMITH 
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technical vs. social organization in an industrial plant. Stud. no. 9. (Boston: 
Harvard Univ. Bur. of Bus. Res. 1934. Pp. vi, 17. 50c.) 

“The efficiency of industrial workers is affected more by the relationship 
between the employees and by the informal organization of friendly groups 
than by the scientifically planned work routines and wage incentives intro- 
duced by the management of the plant.” 
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Burn, B. Codes, cartels, national planning: the road to economic stability. (New 
York: McGraw-Hill. 1934. Pp. x, 413. $4.) 


In the N.R.A. and the codes Mr. Burn finds the first step of American 
business toward “the new economic orientation” which is the adoption of 
“constructive codperation” in place of “unrestricted competition.” As yet, 
most of the present codes, he says, fall short of this goal: output and prices 
must be properly adjusted in order to maintain minimum wages; price fixing 
is usually faulty “without simultaneous regulation of output’; and price fix- 
ing is of little value unless it includes related industries, to prevent a supplant- 
ing of products by new and cheaper substitutes. In order to make the codes 


_ tive, Mr. Burn affirms that there must be “the cartelization of American 
usiness,”” 
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According to Mr. Burn “‘the cartel offers distinct advantages through the In 
elimination of many of the causes which make for cyclical disturbances,” The Edwai 
approach to the stabilization of the business cycle is through a “regulation of Dr. H 
prices and output.’ Tables are presented (sources not mentioned) to show that for th 
“cartel prices’ are very stable over a period of time (1926-1931), whereas . +] 
“free prices” show considerable price range from prosperity through depres. plicit 


sion. Important data which Mr. Burn should also present ate indexes to show Th 
the per cent of unused productive capacity in cartelized versus free industries is the 
during this same period. To prove that cartels stabilize employment he finds and t 
a close correlation between upward and downward movements in the index condi 
of total employment and the index of free prices. But, inasmuch as the em- anit 
ployment index is not based upon a segregation of employment in free and al 
cartelized industries, it is wholly without significance. What Mr. Burn fails to wort! 
appreciate is that depression, which results in a decline in free prices, imme. right: 
diately unstabilizes production and employment in cartelized industries, because tific f 
a declining demand with stable prices necessarily means that smaller amounts trol i 
will be taken. TI 
VERNON A. MuND | 
hums 
Couns, F. L. Consolidated Gas Company of New York: a history published ined 
by the company in the fiftieth year of its existence as a corporation and the one exec 
hundred and tenth year of continuous service to the people of the City of New tion 
York. (New York: Consolidated Gas Co. 1934. Pp. xili, 383.) rank 
Hopcson, J. G. compiler. Government ownership of public utilities. (New TI 
York: Wilson. 1934. Pp. 194.) P 
Levy, H. Industrial Germany: a study of its monopoly organisations and their gine 
control by the state. (New York: Macmillan. 1935. Pp. x, 242.) outs! 
MANOILESCO, M. Le siécle du corporatisme: doctrine du corporatisme intégral of 1 
et pur. (Paris: Alcan. 1934. Pp. 376. 40 fr.) stret 
Federal Power Commission: electric rate survey. Preliminary report: domestic stan 
and residential rates in effect January 1, 1935, cities of 50,000 population and the 
over. Rate ser. no. 1. (Washington: Federal Power Commission. 1935. Pp. 73.) 

This preliminary report covers comparable bills for key quantities of elec. — 
tricity delivered to domestic consumers in the 191 largest cities of the country, face 
comprising all of those of 50,000 population and more. Cities are ranked V 
according to the amount charged for typical quantities of electrical current in that 
blocks of 15, 25, 40, 100 and 250 kw. hrs. a month from the city having new 
the lowest bill to the one paying the highest amount. It is proposed in later wit 
installments of the preliminary report to present tables which will be set up 
on a state-wide basis. Typical bills will be shown for commercial light and org 
small power consumers, rural consumers and large power or industrial con- a 
sumers. This investigation was under the direction of William E. Mosher; is t 
in brief, it is a fact-finding study and not an investigation of reasonableness sun 
of rates. Suc 

unt 

Labor and Labor Organizations 
Union-Management Co-operation in the "Stretch-Out.”” By RICHMOND C. tec! 
NyYMAN and DuNLAP SmiTH. (New Haven: Yale Univ. Sp. 
Press. 1934. Pp. xiii, 210. $3.00.) the 
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In 1917, Robert F. Hoxie published Scientific Management and Labor. 
fdward E. Hunt published his Scientific Management since Taylor in 1924. 
Dr. Harlow S. Person edited Scientific Management in American Industry 
for the Taylor Society in 1929; and the final section of that book dealt ex- 
plicitly with “the response of the workers to scientific management.” 

The present study of union-management codperation of the Pequot Mills 
is the latest first-hand study of how scientific management in general— 
and the textile “‘stretch-out” in particular—is and is not applicable under 
conditions of labor’s participation in the process. Not only is this record 
significant in relation to the general cotton textile strike of 1934, it is note- 
worthy as illustrating the basic difficulty of protecting individual worker 
rights while simultaneously applying technological improvements and scien- 
tific management methods of production research, standardization and con- 
trol in a private capitalistic economy. 

The problem as posed here is fraught with tremendous difficulties— 

human more than technical. For in this textile mill we see a sincere effort 
over a period of years on the part of labor-union leaders and company 
executives conjointly to see if better management methods, and the opera- 
tion of more machines per worker could be introduced acceptably to the 
rank and file. 
_ The union itself became responsible for the hiring of a technical en- 
gineer; supplementary efficiency studies were made for the company by 
outside consultants. The ways and means of standardizing supervision and 
of increasing without strain the production per man hour by so-called 
stretch-out methods, were evolved and applied. The results in the first in- 
stance were presumably salutary for the company and not too adverse for 
the workers. But the difficulties that emerged were not only crucial but 
—the oncoming depression apart—were typical of the problems always 
faced when technical improvements are projected. 

What are these problems? They include convincing the rank and file 
that they are not being overworked; convincing department heads that the 
new methods are worth applying; easing the burden of lay-off for workers 
no longer needed; reorganizing production control methods throughout the 
organization to get the full benefits of localized improvements. 

There were further lessons from this experiment. And chief among them 
is the unequivocal conclusion that to ask the workers’ organization to as- 
sume responsibility for initiating technical advances is to ask too much. 
Such responsibility belongs clearly to management. The réle of the workers’ 
union should be primarily consultative, advisory, protective. 

Another conclusion is that the time chosen and the speed with which 
technical changes are introduced make all the difference in the world. 
Spaced over a sufficient time and installed during periods of prosperity, 
the new methods do not affect morale anything like so adversely as when 
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wholesale installation takes place at a moment when the labor market js 


glutted. stood 
A further lesson is that any type of worker organization would bred, MM 1cabs¢ 
under the cumulatively unfavorable conditions which accompanied the de fam placit 


pression and the consequent demand for lower and lower labor costs. This 
study proves nothing against labor unions as such, nor against them as , 
force obstructive of technical advances. But it does point to the real problem 
of any liberal labor union’s being able to carry along its own member. 
ship without educational work of an intensive character as to the full eco. 
nomic consequences of the demand for reduced costs. 

The final lesson is that any corporation which wants to keep employee 


goodwill in a period of technological change can do so only as the personnel of ef 
aspects of that change are kept to the fore in management thinking as the possé 
change is projected. The educational and collaborative work of the manage. only 
ment with the worker groups must be kept in expert staff hands; yet it factu 
must also be decentralized and in close touch with the actual operatives pera 
at the particular job. The management has a responsibility of interpreta- cum 
tion to workers. It has a further responsibility for trying to place displaced indu 
workers. Beyond a point it will fail in this last responsibility because every is ak 
manufacturer is more or less under the same pressure to substitute m:- Ii 
chinery for men. There is a social responsibility for providing for workers of f 
thus displaced who cannot quickly find other work. This is only one of the ning 
many imperative reasons for adequate unemployment compensation on 1 tow. 
public basis. stuc 
In short, in this microcosm of one mill’s troubled career we see the major J 
problems of the workers’ relation to modern industry clearly dramatized. seat 
If the total picture is not too encouraging, that is the more reason why the stuc 
lessons of this experiment should be taken to heart both by manufacturers, the 
labor-union leaders, technical engineers and legislators. and 
This is an important, significant, timely and revealing book. It becomes dor 
by implication a candid indictment of much that is crucially weak in our is | 
industrial system. tecl 
Orpway TEAD rat! 

New York City the 

Displacement of Men by Machines: Effects of Technological Change m the 
Commercial Printing. By ELIZABETH FAULKNER BAKER. (New York: all 
Columbia Univ. Press. 1933. Pp. xxii, 284. $3.50.) Fr 
Whether this monograph is to be regarded as a successful piece of in- Wa 
vestigation depends on what one may reasonably expect of monographic wh 
studies. To the student interested in the broader and deeper aspects of to 
technological unemployment—the debated question whether it is temporary = 
or chronic, the relation of capital accumulation to the rationalization move- res 
332 Reviews and New Books [June 193 
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ments which cause it, the significance of the much discussed but little under- 
stood ‘‘lack of consumer purchasing power” to it, and the extent of the 
reabsorption of displaced workers by employment in (a) making the dis- 
placing machines, (b) mew industries, (c) service industries, (d) expand- 
ing production in the same industry—monographic studies of individual 
industries, while of some value, are not of great value. The problem of 
unemployment is fundamentally a problem of the entire institutional set-up 
and evolution of economic processes, and is not to be solved either theoreti- 
cally or practically by attention to single industries even if we had the 
fullest and most reliable statistical and accounting data for meticulously 
detailed research. It is true that if we had the life histories of a large number 
of employees in the industry subsequent to their displacement we should 
possess extremely valuable information as to the fate of the displaced, not 
only in the industry investigated but by inference in others as well. To settle 
factually the moot question whether displacement is in the main only tem- 
porary or in a large number of cases permanent, and in the mass chronic and 
cumulative, we need these life histories above everything else. Yet in an 
industry which in 1927 employed 141,000 wage earners, Professor Baker 
is able to present the case histories of only 27 displaced men. 

If, on the other hand, the student’s interest is the more immediate one 
of finding out what a given industry might do, through foresight and plan- 
ning on the part of both employers and employees, to mitigate the un- 
toward effect of rationalization and mechanization on employment, such 
studies may have a distinct value. 

Just why Professor Baker and the Columbia University Council for Re- 
search in the Social Sciences chose the commercial printing industry for a 
study of technological unemployment is not clear. It is true that when 
the linotype was introduced the unions handled the situation with wisdom 
and intelligence; and it appears that they have not shown comparable wis- 
dom in meeting the menace of the automatic-feed presses. But the industry 
is hardly typical of the probable usual course of unemployment caused by 
technological advance. In most cases mechanization throws out the skilled 
rather than the unskilled. In the printing industry, as Professor Baker finds, 
the reverse is the case, since it is the relatively unskilled press feeders, and 
not the highly skilled pressmen, who find themselves let out. Moreover, 
the industry is atypical in that the technological changes have come gradu- 
ally, not with the dramatic swiftness familiar to some other industries. 
From the point of view of satisfactory scientific investigation, the choice 
was unfortunate because of the fragmentary character of the statistical data 
which could be obtained. Employment data, especially on the central ques- 
tion of number of men employed on hand-fed and automatic-feed presses 
and on the relative movement of employment of pressmen and press feeders 
respectively, prove fairly adequate. But data on profits, and adequate data on 
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Nonetheless, the work is timely and furnishes the American public with 
import: nformation closely applicable to our ‘New Deal” 
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prices, are not at hand. Moreover, measure of efficiency, in terms of man. 
hours per unit of output, is difficult and unsatisfactory, because the ou 

can be measured only in square inches, ignoring character or quality of the 
work. It should be noted, however, that few industries are homogeneous 
enough in their product to enable the investigator to avoid this difficulty, 

The craving for quantitative data and the temptation to apply quantita. 
tive methods in places where they cannot rightly be used constitute very 
real dangers in the help which statisticians may attempt to give to the 
economic analyst. To her credit be it said that Professor Baker is thorough. 
ly and consistently aware of the insufficiency of her quantitative data, and 
that she has not fallen into the common statistical trap of applying elabo- 
rate mathematical analysis to data incapable of supporting such a burden. 

If this monograph does not in all respects bear out the jacket blurb of 
the Columbia University Press, that may be set down to the fact that no 
amount of monographic investigation, quantitative or otherwise, is likely 
to lead to a solution of the theoretical questions (which in the end will prove 
to be highly practical questions) involved in the problem of technological 
unemployment. It will be found, the reviewer believes, that these questions 
are capable of answer, in scope wide enough to deal with the problem in 
extenso, only by abstract analysis which is pushed far enough to get through 
and beyond the fallacies concealed in the foreshortened logic of some of the 
current authorities on the subject. 

Finally, while one need not be unduly impressed by the author's substi- 
tution of ‘‘technocultural” for “technological’’ unemployment, it shows 
the author's understanding of the fact that the method of dealing with 
such unemployment in a given industry must be negotiational, and this 
demands understanding, foresight, forbearance and codperation on the 
part of organized employers and organized workers. 

A. B. WOLFE 

Ohio State University 


The Scandinavian Unemployment Relief Program. By C. J. RATZLarr. 
(Philadelphia: Univ. of Pennsylvania Press. 1934. Pp. xix, 211. 
$2.00.) 


According to the content of this work the title should have been The 
Swedish Unemployment Relief Program, with Some References to Denmark 
and Norway. In common with many Swedes the author seems to think that 
“Scandinavia” is synonymous with Sweden. He does not mention Finland. 
This habituation led him to use Swedish and international sources for most 
of the small amount of information about Norway and Denmark; and in 
a long list of “Scandinavian” sources (pp. 190-201) not a single non- 
Swedish work is mentioned. It is also very curious to read about a “federal 
government” (pp. 18 and 27) in those countries. 
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The first edition of this book was reviewed in June, 1927 (pp. 330-331), 
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Nonetheless, the work is timely and furnishes the American public with 
important,and pertinent information closely applicable to our “New Deal” 
era. What our “‘brain trust”’ is trying to do, with respect to public relief de- 
vices, has already been tried out, with quite definite results in Scandinavia 
_namely, unemployment insurance, cash payments, and public works, as 

integral parts of a government relief program. But the public welfare pro- 
gram in each of those countries is much broader than that—which the author 
does not indicate. This public “relief program’ " has been accepted as perma- 
nent and continuous; and even the employers in Scandinavia (with a “highly 
sensitive social democracy”) have accepted “‘collective agreements” (in 
labor-capital relationships) as natural and necessary. The Scandinavians do 
not regard such institutions as socialistic, says Ratzlaff—only as necessary 
adjustments in a changing socio-economic order. They are realistic and faint- 
ly doctrinaire. The author finds that the “relief” administrative expenses 
in Scandinavia are “phenomenally low,” that there is no evidence of “the 
creation of a body of ‘professional relief workers,’” and that “the Scan- 
dinavian countries have undoubtedly gone further than can be done else- 
where in separating the unemployed from the unemployable and in re- 
stricting the unemployment relief program to the former.” The adminis- 
trative agencies are: the Ministry of Social Affairs, the National Unemploy- 
ment Commission, and the Public Labor Exchanges. With a number of sta- 
tistical tables and graphs the author shows that the socio-economic cyclical 
and seasonal variations in “Scandinavia” are very similar to the same 
phenomena in the larger countries. The last mentioned fact is very im- 
portant. 

There are several social and economic and psychological phenomena in 
those countries which Ratzlaff does not understand—as why the people in 
the Scandinavian countries do not look upon such public activities as social- 
istic, why there is more “radicalism” in Norway than in Sweden, etc. Ap- 
parently he does not recognize that the fiery syndicalistic labor leaders in 
Norway are scions of the dispossessed “old families,” and that a number of 
the labor leaders in Norway have resided for several years in the United 
States, where they were baptized into I. W. W.-ism. Modern capitalism in 
Norway is much younger than in Sweden and Denmark. The workers 
living in Norway can see the actual products of their labor more definitely 
than can the workers in the other two countries. But the workers always 
insist on law and order and good behavior. 

LyDER L. UNSTAD 

Ohio State University 


NEW BOOKS 
CaTLIN, W. B. The labor problem in the United States and Great Britain. Rev. 


ed. (New York: Harper. 1935. Pp. xii, 765. $3.50.) 
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The first edition of this book was reviewed in June, 1927 (pp. 330-331), 
“In this second edition many of the chapters, especially those im Parts 1 and 
2 [treating of origins and grievances}, have been melted down and ‘recast with 
much additional material’ (preface). It is also stated that more attention has 
been given to the employer's side of the labor problem. 

Cross, A. B. A history of the labor movement in California. Pubs. in econ., vol, 
14. (Berkeley: Univ. of California Press. 1935. Pp. xii, 354. $4.) 

GacE, A. N. Pennsylvania labor and industry in the depression: a review of the 
four-year period, 1931-1934, and its effect upon worker and employer, as en. 
countered in the Department of Labor and Industry's administration of the 
state labor laws. Special bull. no. 39. (Harrisburg: State House. 1934. Pp. 192, 
35c.) 

JOHNSON, J. E., compiler. Collective bargaining. (New York: Wilson. Pp. 261. 
90c.) 

MANGOLD, F. Die Arbeitslosigkeit in der Schweiz. Die Arbeitslosigkeit der 
Gegenwart, Teil 4. (Munich: Duncker und Humblot. 1934. Pp. 58. RM. 2.) 

MARSHALL, L. C., editor. Hours and wages provisions in NRA codes: a com. 
pilation. (Washington: Brookings Inst. 1935. Pp. vii, 115. 50c.) 

MOULTON, H. G. and Leven, M. The thirty-hour week. (Washington: Brook- 
ings Inst. 1935. Pp. 20.) 

PATTERSON, S. H. Social aspects of industry: a survey of labor problems and 
causes of industrial unrest. 2nd ed. (New York: McGraw-Hill. 1935. Pp. 
xviii, 578. $5.) 

PRUETTE, L., editor. Women workers through the depression. (New York: 
Macmillan. 1934. Pp. xvii, 165. $2.) 


That insecurity has to be recognized as an attribute of every type of gainful 


employment receives fresh confirmation from the history of the employment 
of trained women through the depression. For this additional evidence we are 
indebted to the American Woman’s Association produces the present mono- 
graph, supplemental to which study made in 1931 and called, The Trained 
Woman and the Economic Crisis. The 1933 work was planned by Dr. Iva 


Lowther Peters and edited by Dr. Lorine Pruette. 

Of the 1,350 AWA members, who were subjects of the study and who 
returned usable questionnaires, 1,202 were salaried members. And of these 
1,202 salaried members, 29 per cent had been unemployed during some part 
of the period from 1929 to 1933. The average duration of unemployment 
was 16 months. The AWA membership does not constitute a typical cross- 
section of employed women, but is instead drawn from the higher types of 


occupations for women in New York City. Of the group studied, 50 per cent 
were professional workers, 35 per cent were clerical workers, and the remainder 
commercial workers, occupations formerly considered highly stable, as com- 
pared with domestic, manufacturing or agricultural unemployments, which 
are the occupations for the great bulk of American women. 

There was found in the group studied a high degree of mobility and 
adaptability. “Not only is it true that women can do anything without losing 
prestige, it also appears that they will do anything” (p. 35). Case records 
are given as evidence on this point. Whether women are more flexible and 


elastic than men in this respect will have to be a matter of opinion until we 
have similar studies of men in comparable occupations. Moreover, adaptability 
may prove to be scarcely a virtue in so far as it results merely in the substitu 
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tion of lower paid and ranked jobs for the hardly won occupational status which 
the trained woman has obtained for herself. A stern resistance can be offered 
only by those women who have developed adequate organization, as the edi- 
tors comments indicate. 

The chapters on the clerical worker and on married women workers are espe- 
cially to be commended for their realism. Throughout the monograph the 
editors lean upon facts, scientifically gathered, orderly presented and not 
overworked. 

The whole book gives evidence of the appalling social waste of unem- 
ployment. 

ELINOR PANCOAST 


Wott, M. Labor, industry and government. (New York: Appleton-Century. 


1935. Pp. vi, 341. $2.) 

This work is useful not for its theoretical analysis of the problems of labor, 
but as a compendium of the views of the extreme right wing of organized 
labor in America on important current issues. Through the detailed discussion 
one looks in vain for a consistent social philosophy. The old philosophy of 
the American Federation of Labor—give us freedom to function and leave the 
rest to us—is still extolled but is abandoned where this appears desirable. Yet, 
any general reliance upon: government action and control is vigorously rejected. 
As a result, the guiding principle appears to be a frank and vigilant oppor- 
tunism. 

Woll’s threat of a challenge by labor to the New Deal takes on added sig- 
nificance in the light of the increasing tension between the administration and 
the American Federation of Labor. Although long famous as the leading “red 
baiter’” of the Federation, Woll is here as much concerned about the danger of 
fascism as of communism. He warns the unions against losing their freedom 
and succumbing to government control. In this respect, as in almost all others, 
he is unable to perceive any difference between fascism and communism. 

To forestall both fascism and communism, he calls upon industry to admit 
labor unions to an equal share in the guidance and planning of our economic 
system. Unfortunately for this suggestion, there is nothing to indicate that 
labor, as at present organized, will be more successful in controlling business 
without the assistance of government than government has been in controlling 
business without seeking the assistance of labor. Nor is any attempt made in the 
book to prove that such a capital-labor partnership might actually be able to 
achieve national economic planning or that any system of planning based on the 
retention of private profits is feasible. 

JOSEPH J. SENTURIA 


ZarETZ, C. E. The Amalgamated Clothing Workers of America: a study in 


progressive trade unionism. (New York: Ancon Pub. Co. 1934. Pp. 306. $2.) 

The main theme of this book is conflict—conflict between rival unions, 
conflict between factions within the same union, and conflict with employers. 
And the style fits the theme. It is far from cold, colorless and dispassionate; 
the “sublime faith” and “indomitable courage” of “Hillman’s Army’ stand 
out in contrast not only with the “tyranny” and “exploitation” attempted by 
employers but also with the “corruption” and “scabbing” charged to the 
national officers of the United Garment Workers of America. More space is 
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given to the rise of the Amalgamated from what went before and to its success. 


ful struggle to establish itself in the several markets than to a cmon and 
analysis of its policies in the last ten years. Only a few S are dev The 
y P y y page Oted to 
union codperation with employers in introducing improved methods to mee 
a declining demand and only a dozen pages to the workings of the system of 
unemployment benefits established by joint agreement. The treatment of the ] 
technological and commercial conditions in the industry and their bearin h 
upon the problems confronting the building up of a system of collective bar. - 
gaining is helpful. But the book is above all concerned with people—thei: He 
motives, their ideals, their struggles, and their fighting methods. The write; ne: 
makes a good showing for his thesis that from a background of “revoly. cet 
tionary idealism” there has emerged an organization animated by “practical of 
idealism” which has made notable advances in an industry whose history before th: 
the coming of the Amalgamated made such advances seem almost impossible. 
Davip A. McCase 
th 

Employment of women on underground work in mines of all kinds. 19th sess, mi 
rep. 2. (Geneva: Internat. Labour Office. 1935. Pp. 47.) ee 

Hours of work in postal services. Stud. and rep., ser. D, no. 21. (Geneva: Inter. 
nat. Labour Office. Boston: World Peace Found. 1935. Pp. 95. 75c.) . 

International Labour Conference, eighteenth session, Geneva, 1934: record of gc 
proceedings. (Geneva Internat. Labour Office. 1934. Pp. xxx, 707.) be 

International Ladies’ Garment Workers’ Union: report and proceedings of the bi 
twenty-second convention, Chicago, Illinois, May 28-June 9, 1934. (Chicago: at 
Internat. Ladies’ Garment Workers’ Union. 1934. Pp. 432.) t 

International Ladies’ Garment Workers’ Union: structure and functioning. (New : 
York: Internat. Ladies’ Garment Workers’ Union. 1934. Pp. 36.) 

International Ladies’ Garment Workers’ Union: how to conduct a union meet- th 
ing; introducing your union; structure and functioning; you and your union. [ 
(New York: Internat. Ladies’ Garment Workers’ Union. 1934. Pp. 19; 22; F 
36; 35.) | 

National Labor Relations Board: decisions July 9, 1934-December, 1934. (Wash- : 
ington: Supt. Docs. 1935. Pp. 223. 20c.) . 

Public works policy. Stud. and rep., ser. C, no. 19. (Geneva: Internat. Labour t 
Office. Boston: World Peace Found. 1935. Pp. 166. $1.) f 

Treats of recent trends, financial problems involved and conditions of ( 
employment. 


Salary and wage policy, 1933-1934. (New York: National Industrial Conf. Board. 
1935. Pp. vii, 23. $1.) 
Increase in wage scales since January, 1933, has been greater than the in- 
crease in salary rates 
Studies on industrial relations, III. Stud. and rep., ser. A, no. 38. (Geneva: In- 
ternat. Labour Office. Boston: World Peace Found. 1935. Pp. viii, 183. $1.) 
Studies based on investigations of particular undertakings, selected as illus 
trations: the Canadian National Railways; the Pequot Mills, Salem, Mass: 
chusetts, U.S.A.; a Paris department store; the Norwegian Nitrogen Com- 
pany; industrial relations in the Grand Duchy of Luxemburg. 
Trade union law in Canada. (Ottawa: H. M. Stationery Office. 1935. Pp. 114 
50c.) 
Wages and hours of labour in Canada, 1929, 1933 and 1934. Suppl. to the Labour 
Gazette, Jan., 1935. (Ottawa: H. M. Stationery Office. 1935. Pp. 103.) 
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Money, Prices, Credit, and Banking 
The Supply and Control of Money in the United States. By LAUCHLIN 
Currig. Harvard econ. stud. 47. (Cambridge: Harvard Univ. Press. 
1934. Pp. xvi, 199. $2.50.) 

Dr. Currie has written this book because he believes, and correctly so, 
that “there is at present no adequate treatment of the supply side of money.” 
He contends that the logic of practically all monetary theories of the busi- 
ness cycle called for an energetic expansion of money in 1930-33; that 
central bank administrators with sufficient free gold to allow some freedom 
of action were sceptical of the effectiveness of central bank control; and 
that it is the task of his essay to seek means to remove this scepticism. 

The author holds that the only link between gold and prices is money— 
the means of payment based upon gold—and he thinks it curious that so 
much attention should be directed to the supply of gold. His concept of 
money (chap. 2) is synonymous with what he considers “means of pay- 
ment”—cash in the hands of the public and demand deposits including 
government deposits. He excludes from this concept the reserves of mem- 
ber banks, all other interbank deposits, time deposits, overdraft facilities, 
bills of exchange, bankers’ acceptances, Treasury bills, installment credit, 
and book credit, unless it has the same consequences as an equivalent ex- 
tension of demand deposits. Hoarded money apparently is included. 

After an examination of the supply of money in the United States for 
the years 1921-1923, a chapter which the statistician should not overlook, 
Dr. Currie proceeds to a consideration of what he calls the monetary theory 
versus the commercial loan theory of banking. The former refers to the 
controlling of the supply of money which, he says, is the chief task of 
central banks. The commercial loan theory refers to the common notion that 
the primary function of banks is that of meeting the short-term borrowing 
needs of “legitimate” business, a theory he says, which has no valid theoreti- 
cal justification, but which provides the key to the interpretation of the 
Federal Reserve act and federal reserve policy. Thereafter the author plunges 
into his analysis, which is a closely reasoned thesis covering the first two 
parts of his book. Part 3 is concerned with his suggestions for reform. 

The high spots of Dr. Currie’s thesis, aside from those just mentioned, 
are that there is no theoretical justification for the attempt to tie notes to 
commercial loans, as was done in the Federal Reserve act, and that the 
Glass-Steagall act which remedied this situation must not be permitted to 

lapse; that there is even less justification for the restriction of deposit 
issue by a central bank to the discount of loans for commercial borrowers; 
that the drastic contraction of money from 1929 to 1932 can in large part 
be attributed to the failure of the reserve administration to appreciate the 
significance of changes in the supply of money; and that as long as the 
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reserve administration “conceives its task as that of the qualitative contro] 
of bank assets, the best work of the monetary theorists cannot fructify in 
actual banking policy, and it is futile to seek to enhance the effectiveness 
of central bank control over money” (p. 45). 

The author thinks that the divergence of views on the functions of 


banks is due mainly to the ambiguity attaching to the word “credit’’s that 
bankers, especially our reserve authorities, have been sadly misled by taking 
credit to mean loans and investments; that the reserve administration “js 
not in the slightest degree interested in credit in the sense of means of 


payment” (p. 60); and that the probable reason why “the banking au- 
thorities have always been reluctant to concede that there is any connection 
between ‘credit’ and prices is because it is difficult to see any relation be- 
tween loans and the value of money” (p. 60). He holds that the ability 
of the central bank to control the volume of deposits subject to check is 
dependent upon its ability to control member bank reserves; that the vari- 
ous factors making for diversity in reserve requirements enhance the diffi- 
culty of controlling the means of payment; and that the function of te. 
serves is to control the volume of money in the form of deposits subject 
to check. He believes that a rediscount rate higher than the rate at which 
a substantial part of bank loans is made would be sufficient to check bor- 
rowing, but he suggests that more consideration should be given by the 
reserve authorities to the extent of member-bank indebtedness as a factor 
affecting the movements of net demand deposits, and he concludes that 
open-market operations by the reserve banks are more effective in affecting 
the volume of member bank indebtedness than are changes in the te- 
discount rate. He says that if the country is on the gold standard the ulti- 
mate determinant of the supply of money is the extent of the gold hold- 
ings of the reserve banks in conjunction with the central bank reserve ratio. 
He defines a pure or automatic gold standard as one in which the fatio 
between gold and money remains absolutely constant and an impure or 
managed gold standard as one in which the gold-money ratio varies, thus 
reaching the conclusion that it is doubtful if any country has ever been on 
a pure gold standard. The function of gold reserves of central banks, 
he says, is to exert a controlling and limiting effect on the volume of central 
bank liabilities and to act as a cushion to ease the effect of rapid changes 
in a country’s international balance of payments. He thinks the reserve re- 
quirements against the different forms of cash on the one hand and against 
deposits on the other should be uniform since, otherwise, there will be 
changes in the composition of money which cause changes in the volume. 

From the viewpoint of control of the money supply, Dr. Currie con- 
tends that investments are the ideal type of assets for banks; that the main 
explanation of the variations in the money supply cannot be found in the 
variations in the demand for loans; and that the explanation of our excess 
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reserves for the years 1930-1933 must be sought elsewhere than in the al- 
leged lack of loans suitable as bank assets (pp. 122, 123, 125). He holds 
that the supply of money under the federal reserve system displays a per- 
yerse elasticity, and that the reserve administration’s control of money is 
at present such that it can normally stop an upswing of business from de- 
veloping into a boom if it acts early and energetically. He is sceptical, 
however, of the ability of the reserve administration, “even if it adopts 
correct policies, to assure stable business conditions through its control of 
money” (p. 142). 

The author reaches these and many other conclusions of a similar type 
through an analysis characterized by a marked assurance as to the validity 
of his conclusions and by the apparent ease with which he threads his way 
through the most theoretical aspects of currency and banking control. A 
large proportion of the analysis and many of the conclusions stand as dis- 
tinct challenges to several of the theories, analyses, and conclusions com- 
monly associated with central banking in this country. If the author's analy- 
sis should prove to be sound and the factual and statistical evidence back 
of it adequate, then he has made a contribution of some consequence in 
the field of money and banking. 

The most startling aspect of the book, in the reviewer's opinion, is 
found in the major conclusions which the author reaches and sets forth in 
his Part 3, “Suggestions for reform.”” He contends that in order to have 
ideal conditions of control over the money supply there must be “direct 
government issue of all money, both notes and deposits subject to check” 
(p. 151). Government agencies, he says, might be set up throughout the 
country whose sole duty would be to handle all the community's checking 
accounts. The author proposes to divorce the supply of money from the 
loaning of money—functions which he thinks are logically quite distinct. 
Loans to borrowers would be based upon the savings deposits left in existing 
banks. 

The author’s program for an ideal system seems vague, very incompletely 
portrayed, and highly impractical and dangerous. Those parts of the plan 
which are stated with reasonable clarity—much of the treatment is far from 
lucid—appear to simmer down to a government issue of notes in lieu of 
interest-bearing bonds (see p. 154) by a small government-appointed and 
government-controlled board. The author says, “I feel that no government 
can delegate to an independent body such a supremely important factor for 
good or ill as the control of the monetary system.” Though this chapter 
(15) provides the principal key to the author’s theory and automatically 


} puts one on guard in following the analysis which culminates somewhat 


unexpectedly in such a “solution,” the author suggests that such an ideal 
objective can hardly be regarded as practical at the present time, and 
thereafter proceeds to suggest improvements in the existing organization 
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of the money and banking system. And even here he would bend the pres. 
ent system toward his ideal by reducing the Federal Reserve Board to ; 
membership of not over three or four, making it responsible to the Pres. 
dent, and charging it with the quantitative control of the money supply— 
qualitative control having no place in the author’s scheme of things. He 
does not regard highly the capacity or policies of the Federal Reserye 
Board, the Federal Advisory Council, or the Bank of England, and he 
disagrees (in Chap. 17) with the analysis and recommendations of the 
Committee on Bank Reserves (1931) generally subscribed to in 1933 by 
the Federal Reserve Board. He holds that the money creating function 
of a central bank is the vital thing; that there is no good reason why the 
legal reserve requirements of central banks should not be removed quickly; 
that there is no good reason, apart from the political repercussions, why the 
reserve administration should not be empowered to operate in the call 
money market; that it might be desirable for the reserve banks to issue 
their own debentures; and that one way to increase control over member 
bank reserves would be to deprive them of the rediscounting privilege. 
Various other suggestions of a similar type are found. The book closes with 
an appendix devoted to ‘“The interpretation of the federal reserve state- 
ment and related items.” 

While the reviewer believes that much of the analysis of this book, espe- 
cially that in Parts 1 and 2, is well worth reading by the advanced students 
of central banking, he also thinks the author has passed over too lightly, 
and to some extent forgotten, several very important fundamentals. For 
example, the author does not reveal clearly the criterion for the proper 
control of the money supply. He writes freely of an elastic currency without 
examining carefully its nature. He would substitute his proposed monetary 
scheme in his ideal program without revealing clearly the requisites of a 
sound and workable monetary system. He seems to take for granted that 
our money and banking structure is largely at fault in the difficulties of 
1929-1933 without considering whether the chief trouble might not have 
been the World War and the attendant maladjustments. The reviewer also 
believes that the author discounts too much and too cavalierly the accumu: 
lated experiences of central bankers and central banking. 

W. E. SPAHR 

New York Universit) 


The Banking Situation: American Post-War Problems and Developments. 
By H. PARKER WILLIS and JOHN M. CHAPMAN. (New York: Colum- 
bia Univ. Press. 1934. Pp. viii, 924. $5.00.) 

This bulky volume presents a blend of the outspoken opinions of Pro- 
fessor Willis and the detailed investigations of his graduate students and 
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followers. The viewpoint of these reformers is revealed by Professor Willis’s 
provocative introduction, ‘‘A crisis in American banking,” and in his scat- 
tered chapters throughout the book. The data, collected by the Senate Com- 
mittee on Banking from 1930 through 1932, are here analyzed, in addition 
to material from more familiar sources. 

The result of this collaboration is a peculiar combination of reference 
work and manifesto. Changes in most of the detailed aspects of banking 
are traced with the caution and comprehensiveness of a book of general 
reference. The banking scene as a whole is, by contrast, treated with the 
boldness of a narrow orthodoxy. The argument of the book is not really 
developed by its excellent statistics. Rather, it is reiterated as the sole 
standard for judging them. There is need for both kinds of books, but the 
student who consults this work for source material should realize the 
limitations of its theoretical base. 

The fourteen contributors to the survey are uniformly pessimistic about 
the position of American banking. They are concerned, not merely with 
the recent collapse, but with the whole drift of events in the twentieth cen- 
tury. This drift has been steadily away from the practice of English com- 
mercial banking, based as that was upon the short-term, ‘“‘self-liquidating” 
loan for “productive” purposes only. Senator Glass, at least, intended that 
the Federal Reserve act should stop the use of bank credit for investment 
and speculation, but the interests behind such uses were already strong 
enough to force a compromise. War-time inflation of credit forced a fur- 
ther breach, by loading the banks with government paper. In the post-war 
period, the false god of “‘shiftability” raised its ugly head. In its name, 
the McFadden act, federal reserve policies and bankers’ practices all con- 
tributed to increase bank investments and the use of collateral loans. This * 
deviation from orthodox lending principles is offered as the sole reason for 
frozen bank portfolios and indeed, it appears, for the depression itself. 
When Senator Glass again attempted to reénact a purely commercial bank- 
ing system, he met the opposition of two presidents and the federal reserve 
authorities. The Banking act of 1933 thus turned out to be another patch- 
work compromise, due to the opinion against further liquidation. Mean- 
while, even central bank portfolios were frozen as a result of banking relief 
and the government spending policy. But for these policies, we could have 
remained on the gold standard; and we might have done so anyway if the 
New York banks had shown sufficient courage. Even after the “holiday,” 
the liquidation process was too gentle. Apparently we have to look forward 
to the closing of more banks or else another crash in a few years. Such 

- the alleged penalties of deserting the standard of the “‘self-liquidating” 

oan. 

This whole interpretation is based upon an analysis of the quality of 
bank credit rather than upon analysis of the quantity of purchasing power. 
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The authors ignore or repudiate all forms of “currency school” doctrine 
Such a qualitative approach is useful in so far as credit quality can be cop: 
trolled. It proves an effective tool for exposing the lending policies 
individual bankers (Chs. 22 to 26) and the disgraceful breakdown of o 
system of bank examinations (Ch. 21). American bankers are responsible 
for their fate in so far as they abdicated from their primary task of judging 
the quality of specific uses of funds. This they frequently did by investing 
in low-grade securities and by accepting collateral as a substitute for credit 
data. While the bank examiner can never judge the quality of credit 
well as the banker, it is clear that the authorities allowed striking credi 
abuses to continue. 

Qualitative analysis is a weak tool, however, when it is applied to the 
task of criticizing a comprehensive system of credit regulation. Its us 
implies that some overhead authority can check adequately upon the bank. 
er's judgment in each individual case. This cannot be done unless the lend. 
ing function itself is taken over. Followers of Willis and Glass assume that 
it can be done by limiting banks to short-term “commercial” loans. The 
theory is that such loans must be self-liquidating and that the volume of 
credit will then take care of itself. There are all sorts of difficulties with 
this theory, few of which are faced in the survey before us. One difficulty 
which does receive attention is that credit requirements have been altered 
by changes in the technique and organization of business itself (cf. Ch. 27). 
The predominant need of credit for working capital purposes is probably: 
thing of the past. Yet our authors apply a standard of criticism which 
ignores this trend. Another difficulty is that the form of credit instrument 
is no guarantee of the use of the funds. This point has been clearly put by 
Professor Steiner (Money and Banking, Ch. 9) and by others. The only 
answer given is that most collateral loans have lately been used to cary 
securities (p. 707). This does not dispose of the difficulty that unsecured 
loans may be negotiated for “non-commercial” purposes. Again, is a loan 
necessarily self-liquidating even if the funds have been spent on goods 
which can soon be sold? That will depend upon the borrower's success in 
marketing his goods—or in realizing on other capital. Thus the liquidity 
of bank credit cannot be separated from the health of the whole price 
production structure. Yet this survey never touches post-war prices, pro 
duction, costs, inventories or business profits. Strangely enough, there i 
no analysis of the fate of those loans which the authors consider ideal 
We know what happened, however, to those loans which were used fot 
the “productive” purpose of financing agriculture! 

The survey of central banking was added to this study as an after-thought 
(cf. p. 655), and the treatment given this subject reflects the fact. Feder 
reserve authorities concentrated on controlling the volume of credit, and out 
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Xctrines |mRuthors are not interested in quantitative control except to assail it. Dis- 
be con.fqmeount policy, for example, is treated apart (Ch. 30) from open-market 
icies oggmoperations (Chs. 32, 33). Thus the two methods which must work together 
1 of out they are to work at all, are divided and conquered separately. Obviously, 
onsiblemmtnere were grave mistakes in federal reserve policy, but it is unnecessary 
judging assume that the policy itself was the result of a wicked conspiracy. When 
esting he opposite tactic, no speculative loans but easy credit for “legitimate” 
if credifm_pusiness, was tried, the results were not encouraging. Nor was the stimula- 
redit afamtion of the acceptance form of credit a marked success. 
> credit Any real control over the use of credit, apart from control of volume, 


must thrust the central authorities into an overt conflict with the special 


| to thefminterests which will be hurt. Perhaps this dilemma explains Professor 
Its use Willis’s difficulty with the question of selecting the controllers. The power 
e bank. fof Wall Street bankers over the federal reserve system is presented as a 
1 lend. MM leading cause of our disasters. Yet the record of small-town bankers hardly 


me that ecncourages us to trust the alternative banking group. Nor can we rely upon 
1S. The (control by the business borrowers, for such cases have been responsible for 
ume of the worst abuses. In the summary chapter, we are given an easy answer. 


Control should be in the hands of “‘men of probity and experience” (p. 


ifficulty #913). He who must oppose the interest of his own group will need the 
altered MEMaximum of such qualities, to be sure; but the method of assuring leaders 
h. 27), Mmof this stamp eludes us still. 

bably a It is when qualitative standards are applied to the credit problems of 


which 
rument 


depression that their greatest weakness is shown. At such times we are in 
the grip of liquidation. High quality advocates then suggest still more 
tuthless liquidation. Very well, if a quick balance of prices can be guar- 
anteed by this process. Since no such demonstration is attempted, we must 
face the disagreeable fact that the liquidation destroys purchasing power. 
The decreased volume of spending destroys the market for bank invest- 
ments, for bank collateral, and even for the goods which must be sold to 
liquidate “productive” loans. Yet quality theorists see in a government 
spending program only a threat to their blessed commercial loan. Mr. Louis 


juidity MM Shere, it is true, deviates from this doctrine in his section on public finance 
price ie (Part 6), the most temperate in the book. He believes that banks might well 
s, pfo: Me Support government spending during depression, provided that the banks 
here is HM were previously in a good condition. But he attacks government borrowing 
ideal, HB 2t low interest rates, as advocated by Mr. Keynes, on the ground that the 


higher rates of recovery will drive down bond prices and so undermine the 
banks, 

Some aspects of banking can be treated adequately without reference to 
the method of credit control. These are excellently covered in the present 
survey. Especially notable are Professor Chapman’s chapters on the consoli- 
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dation and branch banking problem (15, 16, 17), and the original and In 
suggestive research into the problem of bankless areas by Mr. Frederick W. publ 
Jones (Ch. 14). N. A. Toxes self 
Mount Holyoke College -— 
defir 
Money and Banking in the United States. By Louis A. RUFENER. (Boston: aC 
Houghton Mifflin. 1934. Pp. xv, 788. $3.50.) vad 
In the field of general economics, textbooks which deal solely with theory Ws. 
have met with a good reception, but in the first course in money and bank- yi 
ing the overwhelming demand seems to be for a “general purpose” text ro 
which supplements the discussion of principles with a description of in- face 
stitutions and a survey of the history of money and banking. ce 
In the present work, Professor Rufener has yielded to the popular de- . A 
mand and has combined these three elements in a scholarly and effective ; 
fashion. 
The volume, however, has certain characteristics of its own. (1) Instead se 
of listing the topics which tradition has decreed as proper content for a 1 
textbook in the field, and elucidating each of them in its turn, the author ? 
has taken as his objective the questions which “millions of American citi- oft 
zens’ are asking about the monetary policies of the Roosevelt administra- Gre 
tion. (2) Whereas the orthodox textbook has given very sketchy treatment wm 
to the history of money and banking, thereby necessitating the use of White, 2 | 
Hepburn, and other historical works, Professor Rufener has devoted five a 
chapters exclusively to historical material and in several others has pre- r. 
sented the background of the subject under discussion at considerable 
length. (3) While banking history and central banking, including the ai 
federal reserve system, are given extensive treatment, the banking process ited 
receives rather meager attention. The author, in his preface, disclaims any tine 
concern with the internal mechanisms of banks; but surely the structural 
problems of our banking system, its services to the various parts of the 
economic organization, the problems of public regulation, in fact the whole 
question of the future of American banking, deserve more than a sub- A 
ordinate place in a text which purports to deal with money and banking | 
on presumably equal terms. 
Of the 768 pages in the text proper 234 pages are devoted to recent 
(post 1914) developments, including the policies of the Roosevelt ad- 
ministration. In bringing to bear upon the latter the underlying theory 
involved, as well as their historical setting, the author has rendered a most pre 
valuable and timely service. However, when one does devote so generous ten 
a place to happenings which, at the particular time, are uppermost in the zat 
public mind, he has to pay the penalty of seeing a large section of his ter 
work branded as “out of date’’ before long. = 
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In his first presentation of some of the controversial issues before the 
ublic, Professor Rufener does not urge his own views, contenting him- 
self with setting forth both the arguments of the orthodox economists and 
those of the “‘left wing,” but in his final appraisal, he takes some very 
definite stands, for example: (1) We should maintain our various forms 
of currency at a parity with gold by providing for their direct conversion 
into gold coin or bullion. The present inconvertibility of paper is ‘the most 
dangerous factor in the present monetary system.” (2) Central banks 
cannot maintain a stable price level under a system of irredeemable paper 
money. (3) Prices cannot be increased in direct proportion to increases in 
the mint price of gold. (4) Recent monetary policy brings ‘‘the country 
face to face with the menace of inflation on a worse scale than the inflation 
of the two periods of inflation discussed in other chapters of this book.” 

All of the non-commercial forms of banking and the other financial in- 
stitutions are dealt with in a single chapter. In this, one sympathizes with 
the author's observation that one must draw the line somewhere if he is 
to avoid writing an encyclopaedia. 

The reviewer, who is a firm believer in the value of comparative study 
of other monetary and banking systems, heartily approves the introduction 
of material regarding the banking organizations of Germany, France and 
Great Britain as they were in 1910. He regrets, however, (1) that the 
promised supplementary material covering later developments almost wholly 
neglects important changes in the field of banking; (2) that no attention 
is given to our neighbor Canada, who is serving an economic organization 
similar to ours with a radically different banking system. 

Mention should be made of the well chosen collection of charts and tables 
scattered through the book. Explanations of them, woven into the discus- 
sion, enhance the substantial contribution which they make to the presenta- 
tion of the subject. 


G. W. DowRIE 
Stanford University 


A Type Study of American Banking: Non-Metropolitan Banks in Minne- 
sota, Edited by RUssELL A. STEVENSON. Univ. of Minnesota Employ- 
ment Stabilization Research Inst., Vol. IV, No. 1. (Minneapolis: 
Univ. of Minnesota Press. 1934. Pp. 162. $1.00.) 


: This collection of monographs concerning country banks in Minnesota 
presents a fairly typical picture of such institutions in other states. Its con- 
‘ents range from an analysis of bank failures and a description of reorgani- 
zation procedure to proposals for reform and an investment manual. An at- 
tempt to cover such wide territory in such short compass must necessarily 

result in a certain lack of homogeneity. Nevertheless, if studies similar to 


q 1935] Money, Prices, Credit, and Banking 347 


346 Reviews and New Books [June 


this were available for each state in the Union, solutions to rural banking 
problems would be much closer. 

The authors agree with the majority of students in the field that coun 
banks for the most part have been inefficient. Their higher operating ex. 
penses, as shown by the federal reserve study on branch banking, required 
the making of risky investments and unwise loans in an effort to earn 
sufficient income. As a result of the losses deriving from this policy, rural 
banks as a class operated at a deficit even in 1928. This study strengthens 
the conviction that unless there is a sharp reversal in the general economic 
trend, the small country bank is doomed to disappear from the American 
scene. It has long since ceased to be a commercial bank, if it ever was 
one, the authors point out. Most of its deposits are savings and many of its 
assets are long-term investments. 

The methods employed include analysis of the usual official statistics 
and ratio analyses of selected “clinic” banks and groups of banks. The 
sample of ‘‘clinic’’ banks selected was, perhaps, too small to warrant gen- 
eral conclusions, but indicates the possibilities of wider application. A few 
minor errors of fact and tabulation do not detract from the basic reason- 
ing. 

The recommendations of the investment manual would, if followed, 
have prevented many of the heavy losses in bank portfolios. However, had 
a more conservative investment policy been adopted there would have been 
fewer losses but these would have been offset by lower gross earnings. Fur- 
thermore, the average rural bank has no facilities to undertake adequate 
investment analysis. The local loan analysis suggested by the authors is 
of more value, but they should have emphasized that the criteria vary with 
changes in the business cycle. 

Group banking, which has had an enviable record in Minnesota, is dis- 
cussed in some detail. The authors point out that its success is partially 
attributable to the absorption of only the stronger rural banks; that it in- 
corporates many of the advantages of branch banking and that it retains 
many of the weaknesses of unit banking. In other states group banking 
has demonstrated dangerous features not found among unit banks. 

The section on reorganization is a valuable addition to the scanty litera- 
ture on this subject. It shows that depositors bore the major cost of writing 
down assets. Stockholders seem to have been called upon for less of a con- 
tribution, and it is quite possible that depositors received no greater return, 
than if the banks had been liquidated. A statement that state bank te- 
organization was more thorough than national reorganization is hardly 
justified by the facts presented. Throughout the country such was certainly 
not the case. Again the authors contend that, as a result of the reorganiza- 
tion, the general situation is now more healthy than actually appears to be 
true. 
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The legislative program recommended conforms generally with that 
espoused by most students of banking. However, banking regulation is con- 
sidered more as it directly affects the depositor and borrower than as an 
integral part of the general program of financial planning. No definite 
stand is taken for branch banking, without which the problems of unit 
banking are not apt to be solved. In the face of the present mass of regula- 
tion and its admitted inefficacy, the mass of additional regulation con- 
tinually being proposed, and the fact that the authors’ state is one of the 
most socialistic in the nation, it is to be wondered that the possible short- 
cut of outright government ownership was not mentioned. 

EpwIn ASHLEY LAMKE 

Knoxville, Tennessee 


Experiments in Credit Control: The Federal Reserve System. By CAROLINE 
WHITNEY. (New York: Columbia Univ. Press. 1934. Pp. 230. 
$3.75.) 

Miss Whitney argues that the history of the federal reserve system has 
demonstrated the impossibility of relying upon “conscious control of credit 
by men.” Efforts must therefore be made to get the reserve banks to operate 
along the earlier plan of “self-regulation,” 7.e., ‘automatic elasticity.” Such 
reversion of policy would require: (a) stricter definitions of eligible paper; 
(b) curtailment of reserve bank purchases of securities (because “‘it is 
impossible for the federal reserve banks to dictate the use to which the 
proceeds of their security purchases are applied”); (c) decision to let the 
bill market stand on its own feet; and (d) (in the event difficulty is expe- 
rienced in expelling government bonds from reserve bank portfolios) in- 
creased supervision over the internal loan policies of member banks. 

The arguments that are adduced to support such conclusions are in part 
those which have been advanced in the writings of the Columbia group 
especially, as for example by Willis, Beckhart, and Dunkman. “Shiftable” 
loans must not be confused with bank advances which, because they carry 
goods a step or so closer to the ultimate consumer, are intrinsically “liquid.” 
Banks collectively are in serious error when they focus attention upon col- 
lateral instead of upon the uses to which borrowers put loan proceeds, 
because when all banks look with suspicion upon any type of paper there is 
no one to whom it can be shifted (except perhaps the reserve banks and 
this outlet also may finally get choked). Security paper, furthermore, im- 
poses too severe a strain upon the banker’s judgment in that he is required 
to look too far into the future. 

Since these views are old and familiar to every economist, we may next 
ask what Miss Whitney does to justify her restatement. Probably the most 
vital part of the work is Chapters 6, 7, and 8, in which the New York money 
market is analyzed in such a way as to indicate the futility of volumetric 
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control by the reserve banks, in so far at least as such control requires 
emphasis upon reserve bank open-market operations. In the chapter on 
“Brokers’ loans” it is shown how interior member banks employ the pro- 
ceeds of such reserve bank open-market purchases on the street té the extent 
that such funds are not required for gold exports or internal cash demands, 
When interior banks withdraw these funds, however, New York City banks 
rediscount. In this way, brokers’ loans never get liquidated and each subse. 
quent revival begins with a surplus of untested credit. 

In the following two chapters on “Interest rates” Miss Whitney concludes 
that while the reserve banks ‘‘may cause changes in short-term rates of 
interest, [they] cannot influence the amount of credit used by business.” 
The reserve banks are handicapped because they can change interest rates 
only from the “‘supply’’ side. Since the markets for stocks and bonds, 
however, are controlled by ‘‘demand,”’ the reserve banks are restricted to the 
short-term money market to find an effective sphere of influence. But even 
in this short-term market reserve banks can cause changes in rates only 
“when there is a shortage of funds.” 

Miss Whitney's study is able and deserving of discriminating criticism. 
Any adverse comment here offered is not intended to disparage the quality 
of her work. Neither does it imply that the reviewer sides with or against 
her main conclusion. I question, however, the fairness of the treatment 
which extols “automatic liquidity” which has had no test, and condemns 
“volume’’ control which has had an experience acceptable to almost no one 
of its advocates. The facts are, I believe, that automatic elasticity has several 
faults which the author does not see; and, that, on the other hand, money 
market analysis of years preceding 1933 might now lead to far different 
results if policies had been varied in certain important respects. 

In regard to the limitations of ‘‘automatic liquidity” the author never 
once takes account of the charge that an inflationary situation might be 
developed, theoretically at least, from an excess of loans, each individual 
item of which would meet the tests of the doctrine. As a matter of fact, it 
was precisely this fear that led certain thinkers to argue the necessity of 
setting up such a general control mechanism as the 1923 analysis of produc- 
tion indices. On the other hand, all admit that the “volumetric” efforts of the 
second decade were handicapped by as serious fundamental economic dis- 
turbances as the world has ever seen. While the reviewer is bere taking no 
position on the merits of the rival doctrines, he must protest against the all 
too prevalent tendency of writers to set off idealistically conceived theories 
against those which have sustained the buffetings that experience always 
produces. It surely is not unfair to insist that a writer at the present time of 
Miss Whitney's views should have made an attempt to show how auto- 
matic liquidity would have stood up if consistently administered amid the 
unusual circumstances of the last decade. 
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¢s It is a pleasure, however, to read this book in a period in which superficial 
a quantitative doctrines are gaining such vogue. 

0- HAROLD L. REED 

nt Cornell University 

s. 

ks Comment by the Author 


The questions raised in this review are very fundamental ones and cannot 
adequately be dealt with in a short space. Professor Reed states that “volume 
control has had an experience acceptable to almost no one of its advocates.” 
He also states that the other means of control advocated by me—“auto- 
matic’ control through restrictive regulation imposing liquidity—is un- 
tested. In other words, what we have done is wrong. But we must not 
advocate anything else before knowing how it would have worked, had 
it been previously tried. However, banks which maintained their own 
| liquidity did stand up in the crisis. We have the banking system of England 
) as an example. Even in the United States individual institutions remained 
open during the days when most banks of certain cities closed their doors 
by mutual consent. 

I do admit that the argument of the book would have been stronger had 
an analysis of the probable course of past events under other systems of 
control been included. 

The real question at issue is the possibility of any sort of control of a 

part of economic activity under a system of concentrated ownership. Under 
‘ 
such a system, large aggregations (in the case of banking, the Wall Street 
banks) take control. When the federal reserve system was set up with its 
wide powers and its lack of restrictive rules these bankers very naturally 
used the mechanism at hand to divert credit into speculative channels. 
Present tendencies are in the direction of enhancing the government's share 
in the control of banks. But as that control is limited to the operations of 
the reserve banks, the potential powers of the Wall Street banks over 
f member banks are as great as before. Therefore, the need for increasing 
regulation of the commercial banks themselves is indicated. If such a course 
ptoves to be as harmful as the present system, we are left to the conclusion 
that we are facing an inevitable contradiction in the capitalist order and that 
we shall have credit cycles of growing intensity as long as that order exists. 

CAROLINE WHITNEY 


American Treasure and the Price Revolution in Spain, 1501-1650. By EARL 
J. HAMILTON. Harvard econ. stud., Vol. XLIII. (Cambridge: Har- 

. vatd Univ. Press. 1934. Pp. xxxv, 428. $4.50.) 

_ This study not only illuminates a fascinating and important subject, but 

it is also a notable example of painstaking and thorough investigation. We 

have long known that silver and gold flowed from the New World to the 
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consulted on the spot, not only provided trustworthy data for the com- 
modities of every-day importance. but also permitted some regionalization. 
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Old in the sixteenth century and after, and that prices in Europe worked 
higher during that period. This scholarly volume tells us exactly when, 
where, and how much. 

The study divides itself naturally into two broad aspects, the first being 
concerned with the amount of the precious metals brought during the 
period covered into Spain and thence into Europe generally, and the second 
being a measurement of the changes in prices, individually and collectively, 
and also wages. 

In pursuing the first part of the inquiry the author took advantage of 
the fact that the Spanish government granted to Seville a monopoly of 
American trade and navigation so that all the treasure legally entering 
Europe (a goodly portion of the total) passed through the hands and the 
records of the Casa de la Contratacién of Seville. As for price and wage 
statistics, we are told that “the search for price and wage statistics, ab- 
solutely all of which have been taken from contemporary documents and 
account books, carried the writer into more than a hundred towns, scattered 
from the highlands of Leén to the Mediterranean coast and from the plains 
of Estremadura to the foothills of the Pyrenees.” In Part 2 attention is given 
not only to the effect of the metallic treasure upon prices and wages, but 
also to the effect of the heavy additions to circulation of vellon (currency of 
copper or other inferior metals) in the latter portion of the period covered 
which constituted a secondary inflation. 

Of the treasure received by the government at Seville a portion became 
incorporated into the coinage, some of which, plus occasional bullion, was 
used to pay public creditors such as the Fuggers; another portion, after 
being duly registered, was delivered to private owners, who in turn usually 
sold to merchants, and much of this in turn eventually became coin. Of 
the total metal imported from 1503 to 1650 roughly one-third was public. 
The peak period of inflow was reached at the end of the sixteenth century 
and a rapid rate of decline set in following about 1630, although the Crown 
treasure imports were well maintained until 1650. The author states that 
at the period of largest importation the receipts would have paid about 
21 days’ work per annum for all persons in Spain employed for wages 
and salaries. In addition to the registered treasure there was of course an 
unknown quantity of smuggled metal. Following 1530 the vast bulk of the 
metal received was din r. This naturally led to a rise in the ratio of silver 
to gold at the mint from 10.11 to 1, following the monetary reforms of 
1497, to 15.45 to 1 at the close of the period. These changes were effected 
in the course of continual difficulties in adjusting the coinage to the rising 
market ratio, since the laws provided for free and unlimited coinage of 
either metal. One result was an outflow of undervalued gold. 

For his data covering prices of commodities and wage rates, the author 
found the best single sources in files of the charity hospitals. These records, 
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effects of the expansion of the better coinage. It was considered desirable 


in preparing the final index numbers to adjust price quotations in the period 
1600 to 1650 for the discounts on vellon in terms of local silver en +h. 
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consulted on the spot, not only provided trustworthy data for the com- 
modities of every-day importance, but also permitted some regionalization. 
The description of these sources is very detailed and of considerable inter- 
et, In addition to the local hospital records Dr. Hamilton was also able 
‘0 utilize convent accounts in the collection of the Archivo Histérico 
Nacional. From sundry other sources series of data were carefully gleaned. 
For geographic grouping four sections of the country were selected: Andalu- 
sia in the south, the region immediately affected by the new treasure; 
Old Castile in the northwest; New Castile, the important central area; 
ind Valencia, a relatively isolated strip on the eastern coast. The aim, 
wherever practicable, was to secure at least four price quotations for each 
guarter-year and in obtaining annual averages much care was evidently 
used in preserving uniformity of types, grades, and quality. An appendix 
to the study includes actual annual price quotations for each article in each 
region throughout the period. Up to 1550 quotations in New Castile and 
Andalusia are especially limited and fragmentary, but it is surprising that 
by the middle of the seventeenth century fairly complete annual quotations 
are shown for as many as 92 articles in Andalusia, 59 in New Castile, 64 
in Old Castile, and 52 in Valencia. 

In developing index numbers from this wealth of material Dr. Hamil- 
ton used an arithmetic average of simple ratios to base periods. These bases 
are the average of the middle decade of each half-century. When the series 
are finally extended for the entire period the base becomes the middle 
decade. The selection of a middle period rather than an initial year or period 
for the base is a rather unsatisfactory device, but was probably done in 
view of incomplete quotations in the earliest years. Yet fairly good data 
were available for all regions as early as 1503. As it was apparently con- 
sidered desirable to study the effect of price changes on the cost of living, 
the arithmetic average was used, although the internal bias may thus exag- 
gerate the price rise in the final half-century. Had interpolation been used, 
a geometric average would have been on the whole preferable. There is also 
an unavoidable haphazard weighting in the fact that foods account for 
something like two-thirds of the data, textile fabrics and metals being 
very deficient in the records. 

The regional price indices are discussed by periods of a half-century, 
an awkward method as the reader cannot easily survey the drift of the 
movements and cannot quickly determine the percentual change from 
initial periods. The price movements in the various areas, however, apart 
from a rapid rise in Andalusia between about 1520 and 1550, exhibit a 
remarkable homogeneity of advance along a practically straight-line trend. 
In several chapters devoted to vellon inflation in the final half-century, espe- 
cially in Castile, and also debasement in Valencia, the author shows the 
special influence of inferior currency in supplementing the inflationary 
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writers, that the American treasure imports formed the basic cause of the 
price revolution at least in the century 1500 to 1600. Oddly enough it 
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effects of the expansion of the better coinage. It was considered desirable 
in preparing the final index numbers to adjust price quotations in the period 
1600 to 1650 for the discounts on vellon in terms of local silver so tha 
the final results are shown both in terms of currency and in silver by weight. 
The effect of the depreciation in this latter period must be gathered in 
studying the regional charts, however, from data showing depreciation of 
the local money, and it would have been clearer to exhibit it in the varioys 
price indices themselves. Important commodities are charted for each of 
the four regions, but no attempt was made to show the relationships of 
commodity movements in connection with each other. Nor does the author 
present graphically to his readers the general average of Spanish prices for 
the entire period in terms of currency and in terms of silver. A chart com- 
paring wages with prices runs in terms of currency quotations, while the 
adjusted price series is tucked away in a remote tabular appendix with no 
explanations, even as to the base period. At no point is there a clear explana- 
tion of just how the final price average was arrived at. Explanation of basic 
method of computation is mixed together with extremely detailed material 
on sources and units, making the procedure exceedingly hard to follow and 
the text frequently very tedious. 

In Chapter 12 there is presented material on wage rates, for which a 
reasonably satisfactory annual index number of general scope was prepared. 
These data are tabulated in the text of this chapter, but no table of the gen- 
eral price index for the country appears until the final appendix, where 
data are shown, adjusted in part for the silver premium, although the chart 
in Chapter 12 shows them unadjusted. The reader is left to pick up from 
footnotes and obscure portions of the voluminous appendices the explana- 
tions. In the graphic comparison of wages and prices it appears that, save 
for the period 1595 to 1625, when wages rose and prices roughly tabled 
out, the trends of the two series were much the same, the final figures at 
1650 for prices being slightly above those for wages. In view of the 
absence of proper weighting in the price index for the purpose of this 
particular comparison the results are not to be taken as a basis for more 
than very general conclusions. 

In considering why prices rose, Dr. Hamilton finally brings together in 
a chart the movements of silver and gold and the price index in composite 
form, adjusted in part for silver premiums. During the years 1501 to 1595 
the volume of treasure imports increased about 35 times, while prices rose 
roughly 230 per cent. Thereafter the imports of specie declined, while 
the average silver prices of commodities approximately tabled out, with 
several severe minor fluctuations. As this comparison is shown on a some- 
what misleading arithmetic chart the visual agreement between the several 
trends is considerably exaggerated. There is sufficient relationship, however, 
to support the contention, long ignored or denied by contemporary Spanish 
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Plentiful footnotes provide references to relevant works, particularly to 
those of German writers. 


Part 2, “The value of money,” is the most important section. It includes 
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rable writers, that the American treasure imports formed the basic cause of the 
tiod price revolution at least in the century 1500 to 1600. Oddly enough it 
that was a century before the first Spanish economist, Martin Gonzales de Cel- 


ight. lorigo, thought in 1600 to connect the monetary facts definitely with the 
d in changes in the cost of living. As usual contemporary observers ascribed 
n of the phenomena to every conceivable cause except the dominant one. And 
i0us the mercantilist officialdom, as Dr. Hamilton observes, would have been 
1 of inconsistent in ascribing the rise in living costs and other price dislocations to 
$ of the accumulation of specie, their sammum bonum. 
thor NorMAN J. SILBERLING 
for Stanford Graduate School 
om- of Business 
the 
no The Theory of Money and Credit. By LUDWIG VON MisEs. Translated from 
na- the German by H. E. Batson. (New York: Harcourt Brace. 1935. 
asic Pp. 445. $4.50.) 
rial This book is an English translation, by H. E. Batson of the London 
and School of Economics, of the second German edition published in 1924. A 
scholarly introduction has been written by Lionel Robbins. The translation 
ha has been done in a precise and interesting manner. As the title infers, this 
red, work deals with a systematic study of monetary issues. Professor Von 
en- Mises analyzes the different aspects of the value of money and relates them 
ere to general value theory. The explanations are penetrating, logical and 
art highly critical. Obviously the book is not intended for the beginner in 
om money and credit. 
na- In a preface to the English edition, Von Mises notes that during the 
ave period since the last German edition was published the external appearance 
led of the money and banking problems has changed but that the same funda- 
} at mental issues are involved (p. 14). The more recent disturbances in the 
the money and credit system are not due to any inadequacy of the gold standard 
his but to the difficulties which beset the whole economic system. Therefore 
ore many of the proposals for monetary and banking reform have been mis- 
: conceived (p. 20-21). The author does not fear either orthodoxy or novelty 
he but thinks that each doctrine should be tested for its truth. 
ite The book is divided into three parts. The first deals with ‘“The nature of 
95 money” and provides a carefully designed setting for modern exchange 
ose society. The functions of money are classified and analyzed (p. 29-37). 
ile Subjective use-value is emphasized as fundamental throughout the book. 
ith Neither this concept of value nor objective exchange-value is measurable. 
ne- They may only be graded. These observations must be considered in dealing 
ral with the functions of money (p. 38-49). In succeeding chapters, various 
ef, kinds of money, monetary standards, money and the state, money as an 
sh economic good, and the enemies of money are discussed and criticized. 
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to critically. The relation between the amount of money and the interest rate 
is discussed in the light of banking activity (p. 339-366). Von Mises ac- 
cepts Wicksell’s distinction between the Natural Rate of Interest and the 
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Plentiful footnotes provide references to relevant works, particularly to 


critica 
those of German writers. 


Part 2, “The value of money,’’ is the most important section. It includes cepts 
the value of money concept, determinants of the purchasing power of Mone 


money, differences in the objective exchange-value of money, measuring 
this objective exchange-value, social consequences of changes in the value 
of money, and different monetary policies. The leading economic problem 
of money is its objective exchange-value (purchasing power.) ‘The sub- 
jective estimates of individuals are the basis of the economic valuation of 
money just as of that of other goods. In the case of money, subjective use- 
value and subjective exchange-value coincide. Both are derived from ob- 
jective exchange-value, for money has no utility other than that arising from 
the possibility of obtaining other economic goods in exchange for it” (p, 


97). For this reason, an investigation into the subjective value of money . 
requires first an investigation of its objective exchange-value. Von Mises Beit 
then applies the law of price (value) to money and states that “the sub- 
jective value of money must be measured by the marginal utility of the 1 
goods for which the money can be exchanged” (p. 109). He also observes by 
that an economic good must have possessed exchange value in some other } 
connection before it can function as money. But later it may lose its original Bu 
exchange value and possess value only as a medium of exchange (p. 111). i 
Senior, Menger, Jevons, Carver, Fisher, Kinley, Kemmerer, Laughlin, ’ 
Wieser, and others are criticized for missing the fundamental point in ex- Bi 
plaining the value of money. Wicksell seems to have done better. Goods re 
used for non-monetary and monetary purposes have valuations subject to vs 
the law of marginal utility (p. 121). Therefore the demand for money, i 
relative to the stock of it, should be analyzed. Such demand is expressed mi 
in individuals’ conduct in the market. An increase in the supply of money ns 
for a community changes the ratio between the supply and the demand for “7 
it. The marginal utility of a monetary unit diminishes. People will be in a 
a stronger position as buyers and will cause the prices of goods to rise th 
(p. 139). But in the opinion of Von Mises, changes in the amount of br 
money do not necessarily lead to proportionate changes in the price level. mn 
This is a complicated matter which rests on the different value-scales of " 
individuals (p. 141-152). With this highly abstract philosophy, a founda- ‘ 
tion is provided for the more practical applications and measurements which o 
follow (p. 187-215). In two chapters on monetary policy, emphasizing ” 
socio-political aims, inflation and deflation as well as étatism are analyzed . 
and their weaknesses noted. It is difficult to disagree with Von Mises’ i 
observations on these matters. th 
Part 3, “Money and banking,” is somewhat more descriptive and prac: - 
tical. The activities of banks, the development of credit media, and the 
relation of credit media to money in domestic and foreign trade are analyzed 
356 Reviews and New Books [June HB 3935 
mathematical decorations. But what achievement is accomplished in the Mi 
statement that the stock market is in a state of equilibrium when s ts BBs ko 
expect no changes in prices? Such truisms as result hardly justify the long HM ihe I 


discussion that precedes them. 


two 
prince 
befor 
the 
aim 
1S P 
erty 


1935 | Money, Prices, Credit, and Banking 355 


critically. The relation between the amount of money and the interest rate 
is discussed in the light of banking activity (p. 339-366). Von Mises ac- 
cepts Wicksell’s distinction between the Natural Rate of Interest and the 
Money Rate of Interest (p. 355), but he disagrees with the idea that the 
two always tend toward equilibrium through banking operations. Next, the 
principles of bank credit policy are appraised, considering the conditions 
before the war and after as they existed in Germany, England, France, and 
the United States (pp. 368-410). His final conclusion is that a credit policy 
aiming at stability of the objective exchange-value of money (price level) 
is possible only when political forces are not antagonistic to private prop- 
etty in the means of production (p. 410). 
Ray V. LEFFLER 
Dartmouth College 


Beitrage zur Geldtheorie. Edited by FrRepRiICH A. HAYEK. (Vienna: 
Springer. 1933. Pp. ix, 511. RM. 28.60.) 

This volume of contributions to monetary theory consists of five essays 
by authors whose works were formerly only available in their native lan- 
guage. Dr. Hayek asked them to present their views in a condensed form 
in order to make them available to a larger audience able to read German 
but not Italian, Dutch or Swedish. 

Professor Marco Fanno’s essay on ““The Theory of the Money Market’ 
was first published in 1912. The method of analysis disregards any in- 
formation that is available on conditions as they exist and existed in the 
central markets for long-term and short-term funds such as New York, 
London, Paris or Berlin; the factors bearing on the supply of and the de- 
mand for loanable funds are scrutinized through the use of hypothetical 
sets of conditions and mathematical formule. Thus Professor Fanno states: 
“The demand for loanable funds originating from the stock exchange (?)* 
is at any given time equal to the amount of securities listed multiplied with 
their respective quotations. Such demand for loanable funds is in equili- 
brium, when the stock market is in equilibrium. This is the case when 
securities are selling at prices which do not make it advantageous to specu- 
lators, bankers or investors to make either purchases or sales. To reach this 
status three conditions appear to be necessary: (1) That the prices of the 
securities are equal to their value as capitalizing their return at the existing 
rate of interest. (2) That the speculators, bankers and investors do not 
expect any changes in these factors and therefore in the prices of the securi- 
ies (?)* (3) That the discount rate is equal to the rate of interest, 7.e., that 
the money market is in equilibrium.” This quotation summarizes what is 
probably the gist of this article, written with much scholarly fireworks and 


‘Question marks and italics by the reviewer. 
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Mr. M. W. Holtrop’s essay on the “Velocity of Circulation of Money” 
s known already, by implication at least, to readers conversant only with 
he English language, through his article in the Economic Journal (Eco- 
nomic History Supplement, January, 1929). The influence of inflation and 
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mathematical decorations. But what achievement is accomplished in the Mr. 
statement that the stock market is in a state of equilibrium when speculators Mj; kno 
expect no changes in prices? Such truisms as result hardly justify the long WM the En, 
discussion that precedes them. nomic | 
To my knowledge no comprehensible treatise of the market for loanable IMM eflatic 
funds has been written. The contributions by Riefler, Willis, Beckhart, Lay. experi¢ 
ington and Von Beckerath have brought together much factual information [ overs 
and pieces of theoretical analysis, but in the fields of the inter-relationshi Mr. 
between the money and the capital market and the process of capital forma- HH ja clat 
tion hardly the surface has been scratched. Professor Fanno’s treatise repre- HM Haber! 
sents the most ambitious attempt at purely theoretical analysis and deserves An 
as such the esteem in which Professor Hayek holds it; the last word on the Hi Scandi 
subject, however, has certainly not yet been said and the field is recom- J sentin; 


mended to all who combine theoretical schooling with the much needed 
practical experience of the motives and objectives of the entrepreneurs that 
appear as demand and supply factors in the market for loanable funds. This 
market cannot be understood through the use of certain mathematical 
formule which happen to balance at hypothetical moments; it is on the 
hopes and fears of the entrepreneurs, may they be called speculators or 
investors, where the key to analysis lies. 

Dr. Gunmar Myrdal’s essay on ‘““The concept of equilibrium as an in- 


collect 


strument of monetary theory’ presents in addition to the author's own 4 | 
contribution a very readable exposition of Knut Wicksell’s and Eric Lin- Hi ¢; 43) 
dahl’s work. Lindahl has in many respects classified and expressed in a side 
more precise fashion some of the rather ambiguous statements left by Wick- 192 
sell. Wicksell had held that the demand for consumers’ goods is equal to 
that part of the national income which is not being saved, while the supply 2 
of consumers’ goods is, of course, equal to the national income minus ot 
plus changes in inventories and investments in producers’ goods. Lindahl las 
further refined this equation, stating that the part of the national income, cis 
which is not being saved, is equal to the amount of sold consumers’ goods tin 
multiplied by their price level. 

Wicksell failed to give a precise definition of his conception of the terms ye 

“savings” and “investments.” Whether Myrdal’s attempt of clarifying the pa 
issue may be considered fully successful, is to be doubted. This equation, T 
namely that the loan market is in equilibrium and the rate of interest 1s Y 
normal (natural) when gross investments equal savings minus or plus : 
changes in the value of the existing real capital, undoubtedly offers a more 8 
adequate analysis of, say, the situation in this country from 1926-1929 than th 
Wicksell’s equation would. But even Myrdal’s analysis hardly succeeds in th 
throwing sufficient light on certain aspects of capital formation.* fe 
: * Cf. The Formation of Capital by Harold G. Moulton, Brookings Institution, 1935, : 
ch. 10. 
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City also indicates the extent to which New York has been called upon to (i HAL 
assist commercial banks in other federal reserve districts. Few students yiii Py 
disagree with Dr. Clark’s conclusion that efficient control of credit has not yet 
been attained in the United States; but, in view of the manifest weakness of e 
the Federal Reserve Board during the twenties, the results might have been m 
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the Mr. M. W. Holtrop’s essay on the “Velocity of Circulation of Money” 
tors HE; known already, by implication at least, to readers conversant only with 
long WM sxe English language, through his article in the Economic Journal (Eco- 
somic History Supplement, January, 1929). The influence of inflation and 
able HMM jcfation on the velocity of circulation is analyzed in the light of historical 
Lav- experiences, which allow an interpretation of certain much discussed con- 
tion JM troversial issues of today. 
ship Mr. Johan G. Koopman, “The Problem of Neutral Money” represents 
ma- HB an claboration of well known theories of the Neo-Wicksell school (Hayek, 
pre- MB Haberler, Machlup, Mahr, Morgenstern and Neisser). 
ives An article by Knut Wicksell on the “Foreign Exchange Problem in the 
the HB Scandinavian Countries,” originally published in 1925 and largely repre- 
om- JM senting a critical review of Gustav Cassel’s monetary theories, concludes this 
ded $MM collection of essays. 


that ROBERT WEIDENHAMMER 

University of Minnesota 
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OF BacH, F. Un estudio del costo de la vida. (Mexico: Trimestre Economico. 1935. 
Pp. 40.) 


Braby, J. E., compiler. Banking Law Journal digest, with the 1935 cumulative 
supplement. (Cambridge: Banking Law Journal, 465 Main St. 1935. Pp. 750. 


wi 
$6.50.) 
nal CiarK, L. E. Central banking under the federal reserve system, with special con- 
na sideration of the Federal Reserve Bank of New York. (New York: Macmillan. 
ck- 1935. Pp. xiv, 437. $5.) 
| to Dr. Clark appears to have had three objectives in writing this volume. In 
ply part it is a history of the first two decades of the federal reserve system, in 
- part a discussion of central banking aims and objectives, and, in large part, 
shi an account of the history and importance of the New York Reserve Bank. The 
last of these objectives is singularly well attained, but greater clarity and con- 
ne, ciseness might have been achieved, particularly in the early chapters, by omit- 
ods ting much of the discussion that salen to other parts of the reserve system. 
On the whole, there seems to run through the whole treatment, the thread 
- of a Machiavellian New York Reserve Bank thwarting the fine ideals of the 
he original Reserve act. The Act provided for a currency secured by eligible 
paper, but the New York Bank decided to use gold as collateral (pp. 204-5). 
mn, The Act planned to decentralize reserves and reduce the hegemony of New 
AS York, but the policies of the New York Reserve Bank defeated that aim and 
lus ‘the American central banking organization has been to a considerable de- 
we gree an investment banking system” (p. 387). 
a But the New York Reserve Bank also possesses outstanding virtues. Al- 
7 though its motives are sometimes impugned, the author demonstrates clearly 


the important part that it played under Governor Strong in developing a uni- 
form central-banking policy for the United States. In this regard the chapters 
$5, on the “foreign entanglements” of the reserve system are particularly well done, 
and the analysis of the present concentration of bank reserves in New York 
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watt, N. F. The exchange equalisation account. (New York: Macmillan. 1935. 
Pp. ix, 115. $3.) 7 
rhe author of this short work on the operations and the future of the British 
exchange equalization account was also the writer of the Economist's supple- 
ment on that subject published ay 5, 1934. Mr. Hall has travelled a per- 
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City also indicates the extent to which New York has been called upon to 
assist commercial banks in other federal reserve districts. Few students yjii 
disagree with Dr. Clark's conclusion that efficient control of credit has not yet 
been attained in the United States; but, in view of the manifest weakness of 
the Federal Reserve Board during the twenties, the results might have been 
even worse than they were had the New York Bank shown less strength and 
determination. 


F. James 


Cover, J. H. Retail price behavior. (Chicago: Univ. of Chicago Press. 1935, Pp, 
viii, 92. $1.) 

Of special interest in connection with studies of cost of living. The in. 
vestigation was made under the auspices of the Committee on Government 
Statistics, appointed by the American Statistical Association and the Social 
Science Research Council, and in analyzing the data the author was assisted 
various governmental agencies. Attention was given to quality of commodities, 
regional and racial variations, and types of stores selling the commodities, 

CROMWELL, J. H. R. The lion’s share: how the Bank of England has wrecked 
American and world prices to serve its own interests and how heavy purchas- 
ing of silver should mark America’s counter offensive in the economic war be. 
tween the two great Anglo-Saxon nations. (Washington: Sound Money League, 
Room 733, Southern Bldg. 1935. Pp. 37. 10c.) 

DorinG, F. Kreditwirtschaft und Bankenreform. (Munich: Heerschild. 1934, 
Pp. 69.) 

EINZIG, P. The future of gold. (New York: Macmillan. 1935. Pp. x, 134. §2.) 

FISCHER, O. C. Das Bankwesen im nationalsozialistischen Staat. Die neue Wir:- 
schaft, Heft 1. (Berlin: Junker und Dunnhaupt. 1934. Pp. 80.) 

GaYER, A. D. Monetary policy and economic stabilization. (New York: Mac- 
millan. 1935. Pp. xili, 288. $3.) 

GONNARD, R. Histoire des doctrines monétaires dans ses rapports avec I’ histoire 
des monnaies. Tome |. De /’antiquité au XVII* siécle. (Paris: Recueil Sirey. 
1935. Pp. 289.) 

Grecory, T. E. The gold standard and its future. 3rd ed. (New York: Dutton. 
1935. Pp. x, 184. $1.50.) 

The new edition of this remarkable book displays the same high standard of 
analytical ability and careful workmanship which characterized the earlier edi- 
tions. The last half of the book has been entirely rewritten, and two new 
chapters dealing with the experience of the United States and the course of 
international discussion have been added. 

Of the new material which the present edition contains, that portion devoted 
to the problem of purchasing power parities is especially worthy of note. It 
makes evident that the statistical difficulties inherent in the measurement of 
such parities permits the use of this concept, as a practical matter in connection 
with stabilization of currencies, only within very broad limits. Chapter 5 on 
“The case of the U.S.A.” is also excellent. It is recommended as required read- 
ing for members of the Committee for the Nation and other supporters of the 
Administration’s monetary program. 


FREDERICK A. BRADFORD 


*See American Economic Review, June, 1933, pp. 336-337. 
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Hat, N. F. The exchange equalisation account. (New York: Macmillan. 1935. 


Pp. ix, 115. $3.) 

The author of this short work on the operations and the future of the British 
exchange equalization account was also the writer of the Economist's supple- 
ment on that subject published May 5, 1934. Mr. Hall has travelled a per- 
ceptible distance since that time. He is less violently on the defensive against 
American analysts of the account and he has gone further in his hopes and 
prescriptions for British currency policy. 

In spite of the moderate and occasionally critical tone of the present volume, 
Mr. Hall remains a convinced protagonist of the account. The British exchange 
equalization account, it will be remembered, is the fund of some billion and 
three-quarters dollars which was set up in 1932 “to maintain the stability of 
sterling; in other words, to prevent a sharp rise in sterling at the present time” 
according to the government's exposition in the House of Commons. The 
familiar argument raised by foreigners, and domestic critics as well, as to 
whether the account has attempted a long-run = of the pound is 
revived in these pages but not satisfactorily concluded. Nevertheless such ex- 

ressions of the author’s as “the attempt to maintain order in the day-to-day 
movements of the exchanges resulted in important influences being put upon 
the long-term rate” (p. 83) and “during the past two years the pound has 
been undervalued” (p. 113) represent a more penetrating analysis than the 
statement in the Economist's supplement that “the rate of exchange . . . was 
not to any marked degree out of harmony with the underlying economic factors, 
except to a small extent early in 1933.” 

The most interesting section of Mr. Hall’s book, however, is not the part 
given over to new skirmishes on old battle-fields, but the chapters in which he 
advocates stabilization at a new — and the reorganization of the issue de- 
partment of the Bank of England so that it will absorb the exchange equaliza- 
tion account and its assets. The effect of these changes should be, he believes, to 
restore to London the opportunity of undertaking a systematic policy of over- 
seas financing and stimulating British exports. 

ALZADA COMSTOCK 


Harpy, C. O. and VINER, J. Report on the availability of bank credit in the 
Seventh Federal Reserve District, submitted to the Secretary of the Treasury. 
(Washington: Supt. Docs. 1935. Pp. viii, 109. 20c.) 

The report presents the factual results of a credit survey conducted in Sep- 
tember, 1934, by Hardy and Viner and others with the assistance of a large 
staff of field investigators. It recommends banking legislation and changes in 
banking policy, the general aim of which is the liberalization of the lending 
policies of commercial banks and allied agencies. 

RAYMOND H. LOUNSBURY 


HuizincAa, J. H. Gold points a moral: enquiry into the failure of the interna- 

tional gold standard and its bearing upon the future. (The Hague: Martinus 
Nijhoff. 1935. Pp. 171.) 
_ This book is an evaluation of the international aspects of the gold standard 
in the light of post-war experience. Its conclusions are that “the international 
gold standard is dead” and that an International Reserve Bank must be es- 
tablished to control international credit developments. 
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NetTELs, C. P. The money supply of the American colonies before 1720. (Madi- 
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The real explanation of its failure lies in certain organic changes in ep, 
nomic society, the evolution of credit control, increasing rigidity of price ang 
wage structures, the manipulation of tariffs, the extensive use of the gold ey. 
change standard, growth of a sizeable short-term loan fund, and an jp. 
creasing interference with the economic forces regulating capital movemen; 
for political reasons 

The evidence supporting the author’s conclusions is gathered from an analy. 
sis of the individual experience of six countries: the United States, France 
Switzerland, Holland, Germany, and England. The method of analysis is no, 
to attempt a complete explanation of all the forces at work in each country 
leading to the breakdown of the mechanism of gold flows and trade adjust. 
ment, but rather an emphasis upon that particular feature in the recent histo 
of each country which best illustrates one of the general principles established, 

The “moral” pointed by gold is that the gold standard can function inter. 
nationally only by the establishment of a new International Reserve Bank 
which will regulate credit developments throughout the world as an existing 
central bank regulates credit developments within its own country. This sug. 
gestion is made without any description of the bank’s structure and technique 
of credit control. Such description is considered “totally superfluous” at the 
moment “for the very fact that such an institution is on the face of it in. 
capable of practical realization within the present generation if not within 
the next dozen generations.” 

The author proclaims this lofty ideal while admitting its utopian quality 
because of his staunch adherence to the principle of economic internationalism 
rather than “the blind barbarism” of political and economic nationalism. He 
dismisses the current trend toward economic nationalism as a “temporary 
retrogression”” without any consideration of the possibility that the world may 
be entering an era characterized by a strong spirit of nationalism with much 
social, economic, and political experimentation within individual countries. 
Neither does he consider the possibility that a degree of economic international- 
ism may be achieved even by countries using various types of managed cur- 
rencies. 

The book is of value as a summary of much recent investigation of the gold 
standard by students in many countries. 


JaMEs F. Cusick 


Hunt, A. R. Revelations concerning money and banking, with proposed te- 
forms. (Philadelphia: Dorrance. 1934. Pp. 88. $1.) 

JaMEs, F. C. The economics of money, credit and banking. 2nd ed., rev. and enl 
(New York: 1935. Pp. xvii, 678. $4.) 

KIPLINGER, W. M. and SHELTON, F. Inflation ahead! W hat to do about it. (New 
York: Simon and Schuster. 1935. Pp. 42. $1.) 

LEFFLER, R. V. Money and credit. (New York: Harper. 1935. Pp. xi, 513. 
$3.50.) 

MADDEN, J. T. and NADLER, M. The international money markets. (New York: 
Prentice-Hall. 1935. Pp. xiii, 538. $5.) 

Munro, H. The production of money and its effects on industry. (Dingwall, 
Scotland: G. Souter. 1934. Pp. 19.) 

“This article, differently arranged, was read as a paper before the economic 

section of the Royal Philosophical Society of Glasgow in 1933.” 
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NeTTELS, C. P. The money supply of the American colonies before 1720. (Madi- 
son: Univ. of Wisconsin Press. 1934. Pp. 300.) 


The present study originally approached the subject from the standpoint 
of the movement of coin. This approach in turn led to such themes as the 
part of money in trade, with particular reference to invisible items in balances 
of payments, and the relation of money to manufacturing, credit relations, and 
British colonial policy. These aspects of the subject have generally been 
neglected in earlier studies. Several parts of this exhaustive study have been 
published in historical journals, and subjected to critical revisions. The experi- 
ments tried with monetary media during the colonial period have lessons for 
the present generation. 

OrrEL, F. Standische Theorie des Geldes. Deutsche Beitrige zur Wirtschafts und 
Gesellschaftslehre, Band 11. (Jena: Fischer. 1934. Pp. viii, 192. RM. 10.50.) 

RANKIN, M. T. Monetary opinions and policy, 1924-34. (London: P. S. King. 
1935. Pp. ix, 161. 6s.) 

This book is a compilation of ten essays and addresses written over the past 
ten years by a Scottish woman who has learned from no less a master than 
Nicholson the principles of sound and sane money and banking, and who 
possesses in her own right a rare ae into the tangled forces of world 
currency problems. The essays deal chiefly with British bank policy, the theory 
of a managed currency, the Macmillan Report, and English and American 
money measures since 1930. With pungent style and incisive phrase the author 
refutes the errors of the disciples of the new philosophy of currency, including 
the Messrs. Keynes and Hawtrey. The essays are necessarily random, but it is 
testimony to the ability of the author that those written after 1929 do not 
contradict those written earlier. Few of us in America can meet this acid before- 
and-after-1929 test. 


CAROTHERS 


RigGet, E. C., compiler. Irving Fisher's world authorities on the meaning of 
money. (New York: Empire Books. 1935. Pp. 183. $2.) 
RopkeY, R. G. Legal reserves in American banking. Michigan bus. stud., vol. vi, 
no. 5. (Ann Arbor: Univ. of Michigan Bur. of Bus. Res. 1934. Pp. 121. $1.) 
One of the significant results of the tragic post-war record of American 
banking is the tendency of its students, belatedly it is true, to examine, criti- 
cally, accepted standards and — This admirable monograph, suggestive 


of this ferment, concerns itself with the unique American practice of legally 
prescribed reserve minima against deposits. Approximately half of the study 
is devoted to the evolution of present member-bank reserve requirements, pat- 
terned largely on prior state banking reserve provisions. It is significant in the 
position here developed that the geographical classification of national banks 
for reserve purposes was an outgrowth of facilities designed for note redemp- 
tion rather than logical reserve categories. Predicated upon this historical acci- 
dent, the author exposes, as others also have done, its discriminatory and il- 
logical character. An attempt is then made to determine a valid and practical 
basis for legal reserves recognized as necessary in a country where banking 
traditions have not as yet insured adequate informal banking reserves. 

The author finds the key to this problem in the greater irregularity of bank- 
ers’ balances as compared with individual deposits. Hence, he advocates the 
abolition of the geographical classification of banks which at present reduces 
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rather than raises the reserves against such balances, and proposes that banks, 
irrespective of location, be required to keep 12 per cent reserves against bank. 
ers’ balances. Against individual deposits, including government balances, , 
reserve of 6 per cent is proposed after allowing a deduction of vault cash 
Elasticity of reserves and member-bank credit would be facilitated by authoriz. 
ing the Federal Reserve Board, with a changed composition provided soley 
and only for this purpose, to lower such reserves by 10 per cent and to rai 
them by 50 per cent. Quantitatively, the plan would not appreciably chang 
present reserves. 

This provocative study suggests many questions. To cite a few: What effects, 
if any, will higher reserves against bankers’ balances have on correspondent 
relations? Will the proposal provide adequate reserves especially for count 
banks whose secondary reserves are often inferior to those of other banks? 
Might it not be as desirable at times that the latitude in lowering reserves be 
as wide as that in raising them? If irregularity is the test of differentiation in 
required reserves, would not savings deposits warrant separate classification? 
Finally, if banker representation on the Federal Reserve Board is needed to 
pass on changes in member bank reserves, is it not equally essential in the 
formulation of credit policies which inevitably react on such reserves? 

JOHN B. Woos.ey 


SALTER, A. China and silver. (New York: Economic Forum, 51 Pine St. 1934, 
Pp. 117. $1.) 

Sir Arthur Salter was invited by the Chinese government in 1933 to serve for 
a few months as an adviser on economic matters. His official report was made in 
February, 1934, and this little volume is a condensation of that report. 

In fifteen short chapters the author, who, incidentally, now holds the pro- 
fessorship of political theory in Oxford University, makes a survey of the en- 
tire economic situation of China. Necessarily it is a bird’s-eye view, but the 
treatment is discriminating and illuminating. The picture is that of a vast popu- 
lation with a primitive economy, breeding relentlessly to the margin of sub- 
sistence, disturbed by internal wars and external aggression, helpless victims 
under their silver standard of the currency debasements of Japan, England and 
the United States. Although the book was written before our government's 
final surrender to the silver lobby, Sir Arthur made perfectly clear in anticipn- 
tion the serious injury to Chinese economic welfare that has accrued from our 
silver acts, which, according to Senator Pittman, were to restore Chinese trade. 
It is clear that doing something for silver in this country has consequences as 
various as the adulteration of our monetary standard and the starvation of the 
Chinese masses. The author's recommendations as to Chinese economic policy 
serve chiefly to demonstrate that there is not much that can be done. 

NEIL CAROTHERS 


SHAW, W. A. and WiccLEsworTH, A. The principles of currency, credit and 
exchange, with special reference to methods of financial reconstruction in the 
United States of America and Great Britain. (New York: Pitman Pub. Corp. 
1934. Pp. xvii, 125. $1.50.) 

This small volume is an exposition of the authors’ conception of what an 
appropriate national and international monetary mechanism should be. The 
writers, both of whom are British, draw heavily upon British monetary ex- 
perience and practice. The approach is definitely premised upon a monetary 
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theory of the trade cycle and thereby shares the shortcomings of that position. 

Three distinct criteria are proposed in accordance with which currency issue, 
control of bank credit, and foreign exchange policy should be adjusted. Cur- 
rency issue, it is argued, should be entirely automatic and self-regulating, being 
divorced completely from both gold reserves and considerations of govern- 
ment fiscal policy. The volume and disposition of bank credit should be de- 
termined by an agreed policy among the banks designed to ensure maximum 
production and consumption and full employment. Finally, a mechanism 
tantamount to the gold exchange standard is prescribed for maintaining stable 
exchange rates. 

The book may be criticized chiefly on the score of failure to see the interre- 
lations between the various component parts of the monetary mechanism and 
the price structure. For example, it is contended that a self-regulating currency 
can affect neither prices (p. 41) nor the foreign exchanges (p. 80). This is 
questionable doctrine, for a rise in prices might induce the public to demand 
more currency which would in turn sustain the price rise and might conceiv- 
ably induce a further rise in — through increased velocity of turnover. 
Again, the claim is advanced that the private bank rate adjusted to meet do- 
mestic needs can be completely insulated from the central bank rate adjusted 
to maintain stable foreign exchanges (pp. 69 and 73). But to prescribe different 
aims for adjusting different monetary controls is not to preclude important by- 
product effects, unwanted though these may be, of those adjustments. Indeed, 
it may be argued that the very success of the suggested monetary controls de- 
pends to some extent upon predictable relations between the different bank 
rates. The contention that ‘‘exchange fluctuations have not produced one single 
ripple on the surface of our (English) domestic prices” (p. 82) flies in the 
face of generally accepted theory. In answer to the statement that English 
“domestic or retail prices have moved solely in response to world influences” 
(p. 82) one might venture the opinion that fluctuations in sterling have been 
an important world influence. 

J. R. HuBER 


SHERMAN, F. J. Modern story of mutual savings banks: a narrative of their 
growth and development from the inception to the present day. (New York: 
Little and Ives. 1934. Pp. xvii, 501.) 

SIMIAND, F. Inflation et stabilisation alternées: le développement économique des 
Etats-Unis (des origines coloniales au temps présent). (Paris: Domat-Mont- 
chrestien. 1934. Pp. 257. 40 fr.) 


The title of this study might lead one to expect the story of American eco- 
nomic evolution in terms of monetary change. Those who anticipate an in- 
crement to the factual knowledge of monetary history will be disappointed, as 
Professor Simiand attempts only to utilize well known American experience 
as a basis for two essentially unrelated conclusions regarding the effects of 
inflation and stabilization. 

He concludes, first, that the comparatively rapid economic maturity of the 
United States has been due to monetary fluctuations more marked and recurring 
more often than those in the rest of the world. Upon the arrival of phase B 
(stabilization), phase A (inflation) finds its earlier advances crystallized in a 
new increment of capital goods. The necessity for new markets for the output 
of this advanced technology calls forth a new phase A, and creditors, both in 
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Europe and New England, have therefore borne the costs of economic advance. 


ment. One feels that a more searching analysis of industrial fluctuations would te 

reveal a participation in these losses by agents of production other than capital 

and that the sum of forward steps in the economy of the United States ™ ex 

exceeded the sum of periodic steps backward, due to commonly accepted long. 

run factors, notably expanding population, increased productivity, and nine. su 

teenth century extensive cultivation. br 
The second conclusion questions the efficacy of Roosevelt monetary isola. ar 

tion as a recovery measure upon the empirical ground that American prices d 

have always closely followed world prices. While this bond of union is direct 

and obvious under a system of free convertibility, the empirical method te. m 

quires added support in the form of theoretical analysis applied to the present ni 

system of commercial nationalism and inconvertibility. SU 


PuHiuip E. 


Soppy, F. The réle of money: what it should be, contrasted with what it has be- Wa 
come. (New York: Harcourt Brace. 1935. Pp. x, 214. $2.) P 
TAEUBER, W. Geld und Kredit im Mittelalter. (Berlin: Heymanns. 1933. Pp. We 
361. RM. 32.) A 
VocEL, E. H. Nationale Goldkernwahrungen und 6ffentliches Kreditmonopol bes 
als Grundlage eines Weltgoldsystems: Programm einer sozialorganischen Re. 
form des Geld- und Kreditwesens. (Berlin: Junker und Dunnhaupt. 1933. Pp. ban 
xii, 400. RM. 17.) : 
Vogel believes that the leading nations should strive for the re-establish- Del 
ment of a gold standard which would (a) serve to maintain stability of pur- ; 
chasing power of the monetary unit and of the credit instruments based thereon, 
and (b) serve as a suitable agency in international trade. I 
The system he recommends can best be referred to as an international gold ; 
bullion standard under which there would be no coinage or circulation of gold ; 
and no domestic redemption of bank notes. However these notes would be : 
redeemable in gold whenever foreign transactions were involved. Then too, 


the central bank would be obliged to buy and sell gold at a fixed price. Co 

He rejects the idea that the maintenance of such a standard would serve 
merely for the payment of international balances, but believes that the redemp- 
tion of bank notes in a fixed amount of gold, whenever gold was needed for 


foreign payments, would serve to stabilize the domestic currency and credit Fe 
instruments in terms of gold. 
While he favors a gold standard, he does not think that it will function Th 


satisfactorily under the free play of economic forces as it is supposed to have ; 
done formerly, but he believes that it must be set up within a framework or | 
regulatory mechanism which is to be controlled to an extent by the individual M 
countries, but chiefly by international agreement. But this control need not in- 
terfere with individualism in economic activity. It would merely call for co- 
operative activity on the part of financial institutions, chiefly the central banks 


In order to have his plan work out as he thinks it ought to, Vogel would N 
place the entire banking system of a country under a central credit institution, 
which would have a monopoly of credit-granting power. This institution would Pr 


function apart from the central bank of issue (Notenbank) , which he calls its 
sister institution. The reserves needed for credit instruments he would differ- 
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entiate from the coverage required for bank notes. As he states it, credit ex- 
tension should not be a pendant of the function of monetary issue, but should 
be a pendant of the traffic in commodities and a means of their transfer and 
exchange. 

The difficulties of 1931, he believes, were due to the capital movements re- 
sulting from the war, as well as a false credit structure, both contributing to the 
breakdown of the gold standard. Gold became a means of payment instead of 
an equalizer in credit balances. Merely leaving the gold standard, therefore, 
does not in any sense contribute to the recovery of normal conditions. 

Vogel looks upon his proposed central credit institution as a non-profit 
making institution. This credit institution, while it is to be a monopoly, should 
not be a government institution, but the government should guarantee and 
supervise its activities. 

WILLIAM F. HAUHART 


WARREN, G. F. and PEARSON, F. A. Gold and prices. (New York: Wiley. 1935. 

Pp. vii, 475. $5.) 

WuitTLEsEY, C. R. Banking and the New Deal. Public policy pamph. no. 16. 

(Chicago: Univ. of Chicago Press. 1935. Pp. 24. 25c.) 

YAGANEGI, E. B. Recent financial and monetary history of Persia. A thesis. (New 

York: Author, Columbia Univ. 1934. Pp. 154.) 

Bank Polski: compte rendu des opérations pendant l'année 1934 présenté a I’ As- 
semblée Générale des Actionnatres du 26 février, 1935. (Warsaw: Bank Polski. 
1935. Pp. 33.) 

Building aad loan annals, 1934. (Chicago: U. S. Building and Loan League. 
1934. Pp. xi, 926. $5.) 

A collection of papers dealing more particularly with the Federal Home 
Loan Bank system, Home Owners’ Loan Corporation, and the Federal Savings 
and Loan Insurance Corporation, with special reference to the effect of these 
agencies upon the activities of building and loan associations. The current 
work of these latter organizations is fully described as well as purposes of the 
governmental agencies. 

Contemporary legislative and banking problems: a non-technical treatment of the 
laws, services, and regulations resulting from the economic crisis, and a discus- 
sion of the banking problems arising therefrom. (New York: American Inst. 
of Banking. 1934. Pp. 324.) 

Farm credit administration. (New York: American Inst. of Banking. 1934. Pp. 

478.) 

The future of monetary policy: a report on international monetary problems by 
a group of the Royal Institute of International Affairs. (New York: Oxford 
Univ. Press. 1935. Pp. ix, 219. $4.) 

Member bank income and expenses for the calendar year 1934: an analysis of 
the operating costs of 253 member banks in Federal Reserve District I grouped 
according to percentages of time deposits to gross deposits. (Boston: Federal 
Reserve Bank of Boston. 1935. Pp. 4.) 

New Zealand Monetary Committee. Minutes of evidence. (Wellington: H. M. 

Stationery Office. 1934. Pp. 745.) 

Prices in Canada and other countries, 1934. Suppl. to the Labour Gazette, Jan- 
uary, 1935. (Ottawa: H. M. Stationery Office. 1935. Pp. 23.) 
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Public Finance, Taxation, and Tariff discti 
The Taxation of Banks. (New York: National Industrial Conference espec 
Board. 1934. Pp. x, 148. $2.50.) 50 1S 
For nearly fifteen years the controversy of bank taxation, though much ws! 
litigated and much agitated by bankers and legislators, has endured with. we 
out such literature as is usually bound within the covers of a book. The meas 
present book is one of three publications which will in a measure remedy segre 
this defect. An unpublished dissertation, State Taxation of National Banke and 
by John B. Woosley, was accepted at the University of Chicago in 1931, class 
Another, State and Local Taxation of Banking Corporations, by Ronald B. bea 
Welch, was accepted at Yale University in 1932, and is scheduled to appear oe 


from the press shortly as a special report of the New York State Tax 
Commission. The author of the monograph under review, Lewis H. Kim- 
mel, completed in 1932 at the University of Pennsylvania another disserta- 
tion, The Taxation of Financial Institutions, which the reviewer has not had 
the opportunity to examine. 

The practically simultaneous preparation of these three monographs is 
significant in explanation of the division of labor among them. Mr. Kim- 
mel, in the volume here reviewed, confines himself to current description 
and analysis. Chapter 2 describes the ‘Trends in bank taxation, 1921 to 
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1934." Chapter 3 is composed of an “Analysis of changes in principal ' 
methods of taxing banks.’’ Chapter 4 contains an analysis of ‘Taxes as a Rep 
factor in banking operations,” which is composed of tabulated ratios of all 
taxes paid by national banks to (1) net profits before taxes, (2) capital 
funds, (3) earning assets, and (4) total expenses, for the years 1925 to 
1931. For the year 1926 only is the federal corporation income tax elimi- 1 
nated. In Chapter 5 is offered an orthodox treatment of the incidence of ae 
the different taxes on banks, to which no serious exception can be taken, i 
leading to the conclusion that taxes on or measured by income are not shifted | 
but that taxes on the residual value of the shares will in the long run be e 
shifted either to the depositors or to the borrowers, since they apply to nt 
marginal as well as supramarginal banks. Chapter 6 is apparently the . 
most valuable part, since it states and offers statistical evidence which tends an 
to confirm, if it does not conclusively prove, the bankers’ contention that 1 
taxes on the residual value of the shares, and in particular the general a 
property tax on the shares, tend to retard the accumulation of surplus and tio 
thereby to weaken the capital structure of the banks. of 
The phases of bank taxation covered obviously compose only a small “a 
part of the field. Yet within this limited scope a number of questions are tn 
left open, in most cases, be it said, because the statistical evidence is not by 
adequate. One pants will suffice. The statistical analysis clearly demon- pn 


strates that the general property tax on the residual value of the shares is 


| 
| | 
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jiscriminatory against banks in comparison with low-rate share taxes and, 
especially, the taxes on or measured by income. Why this is necessarily 
0 is not effectively pointed out and, what is more to the point, the reader 
may by implication be led to underestimate the discriminatory character 
of the general property taxes on shares as contrasted with the taxes on or 
measured by income. The difficulty is that the author has not been able to 
segregate the taxes paid by the banks, but has had to treat all federal, state 
and local taxes together. For the present purpose these taxes are of three 
dasses—namely, the federal corporation income tax, the tax paid by the 
banks on bank-owned real property, and the taxes on the shares or the 
taxes on or measured by income in lieu thereof. The first two are relatively 
uniform among the states; and the inequality of all bank taxes, as between 
the states imposing the general property tax on the shares and those im- 
posing other taxes, is probably due almost entirely to the inequalities in 
the taxes of the third class. And this fact, as the reviewer regards it, is 
noi pointed out, although there are several connections in which it might 
have been done, notably at pages 110 and 111 in an exposition of Table 29. 
Against this possible error by implication the reader should have been 
warned. 

Jens P. JENSEN 
University of Kansas 


Report of the Connecticut Temporary Commission to Study the Tax Laws of 
the State and to Make Recommendations Concerning Their Revision. 
Summary of the Report. (Hartford: State House. 1934. Pp. xxvi, 642; 
xi, 99.) 

The chairman of this Commission was Professor Fred R. Fairchild and 
its director of research, Dr. Benjamin P. Whitaker. The chief objectives 
of the Commission in tax revision seem to have been the introduction of a 
greater degree of cyclical stability in the revenue system, a broader tax 
base, increased tax consciousness, a greater degree of fiscal independence 
between the state and local governments, and tax reduction through im- 
provement of the financing of municipalities. Among its more technical 
tax recommendations is that for repeal of taxation of all intangible and 
of much tangible personalty, its proposal for centralized assessment of the 
temaining taxable business and professional tangible personalty, its solu- 
tion of the constitutional difficulties of bank taxation, its recommendation 
of a new measure of corporate net income to include not only income from 
tax-exempt securities but also interest and rental payments made by the 
taxpayer, the proposed new minimum tax on invested capital as an alterna- 
tive to the net income tax on mercantile and manufacturing corporations, 
and the substitution of new bases of taxation of insurance companies. It 
should be noted that many of these recommendations are aimed at the 
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objective of greater stability in state receipts. Three new sources of revenue 
are recommended: (1) a permanent tax of 5 per cent upon interest and 
dividends upon resident individuals; (2) a temporary 2 per cent general 
retail sales tax to be imposed for four years; and (3) a temporary 1 mill 
tax upon every cigarette sold at wholesale in the state. 

The most striking feature of the Report is the rejection of the general 
personal income tax as an unsuitable instrument of state revenue. This 
opposition to the state income tax indicates a drift of tax opinion which 
may block the movement for such taxes in this country. The considerations 
adduced by the Commission against the tax are that it is impossible to 
secure the adoption of a universal tax touching the low levels of income, 
that consequently the yield of a tax with higher exemptions is low and 


highly sensitive to cyclical fluctuations of business, that such a tax fails 
as an instrument of tax consciousness, and is inequitable when added to 
the brackets of the federal tax. These contentions raise interesting ques- 
tions which cannot be discussed here but require more study before the 


case is closed against the state income tax. 

With reference to the demand for reduction of the real estate tax, the 
Commission believes, with many other students of taxation, that “no 
statistical analysis is capable of determining certainly that owners of real 
estate are actually overtaxed” (p. 87). Nevertheless, the Commission does 
make recommendations which ultimately at any rate should reduce the tax 
on property. The two methods of relief recommended are: (1) self-help 
by the municipalities themselves and (2) immediate repeal of state taxes 
on the towns, increase of state grants for certain local functions, and the 


ultimate transfer of certain local functions to the state. The self-help solu- 
tion is based on the principle of strengthening ‘‘local autonomy by providing 
measures designed to supply the electorate with the information necessary 
for enlightened local control and to supply local officials with business-like 
procedures under which public affairs may be conducted with a maximum of 


efficiency” (p. 98). These proposals, in harmony with the Connecticut tra- 
dition of home rule, are probably the most constructive phases of the 
Report. 

A final comment relates to the Commission’s policy as to the fiscal 
relations between the state and municipalities. The Commission believes that 
“the only sound principle for governing the fiscal interrelationships of the 
several grades of government” is that of “vesting in each governmental 
unit a financial responsibility commensurate with the degree of legislative 
and administrative control which it exercises over governmental activities’ 
(p. 546). The thorough-going application of this principle would mean 
the termination of sharing of state-administered taxes, and of state grants 
and the transfer to the state of certain local functions. The Commission is 
unwilling to recommend such immediate wholesale dislocation of present 
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state and local fiscal relations, but urges important steps in that direction 
of which space does not allow a discussion. 

The Report is an able document, and although many of its policies will 
arouse debate, it will take its place among the most important of such 
reports in recent years. 

K. M. WILLIAMSON 

Wesleyan University 

NEW BOOKS 


CAMPBELL, M. C., and others. Harvard legal essays, written in honor of, and 
presented to Joseph Henry Beale and Samuel Williston. (Cambridge: Harvard 
Univ. Press. 1934. Pp. xviti, 553.) 

Contains essay by Professor J. M. Maguire on ‘Taxing the exercise of natural 
rights.” 

CHaTTErRS, C. H. and Rak, J. S. The federal municipal debt adjustment act: 
when and how to use it. A guide for municipalities. (Chicago: Public Admin. 
Serv. 1934. Pp. 12.) 

FacaN, E. D. and Macy, C. W., editors. Public finance: selected readings. (New 
York: Longmans Green. 1934. Pp. xii, 960. $4.75.) 

The purpose of this volume is to bring together some results of the mature 
reflection of many able scholars in the field of public finance. Such material, 
“with editorial comments designed to codrdinate the selections, offers more 
extensive and penetrating discussions of important fiscal problems than can 
be presented in a single general textbook.” 

The usual topics found in texts on public finance are included in the dis- 
cussion, although one wonders why the authors in their chapter on the taxa- 
tion of commodities quote two selections on the sales tax and one on customs 
duties while no mention is made of federal or state excises. It may even be 
questioned why sales taxes should be treated under commodity taxes. 

The choice of material best to serve a purpose is a matter of personal pref- 
erence, yet the writer is disappointed to find no use made of the stimulating 
critique on many of our modern tax problems by Judge William R. Green. 

M. H. HUNTER 


FINDLAY, R. M. Britain under protection. (London: Allen and Unwin. 1934. Pp. 
223. 6s.) 

Harrison, D. L. and Joya, A. E. The nature and extent of educational inequal- 
ity in Colorado. (Denver: Colorado Education Assoc. 1934. Pp. 37, mimeo- 
graphed.) 

Prepared for the Finance Committee of the Colorado Education Association 
by revising and abridging a master’s thesis. A study of the variations in edu- 
cational burdens and respective financial abilities of the several counties. Tables 
show valuations and tax collections. 

HERNDON, J. G., JR. Our new federal taxes: income, gift, estate. (Philadelphia: 
Winston. 1934. Pp. v, 281. $2.) 

The “new” taxes treated in this little book are the taxes on income, gifts, 
estates, capital stock values, and excess profits under the 1934 Revenue act, and 
are new therefore only in a limited sense. Nine-tenths of the space is devoted 
to taxes on income, and most of that to personal income taxes. As a primer 
on federal income taxation, in non-technical language by one in possession of 
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technical information, the book should be useful for numerous small tay. 
payers, and also for many citizens not merely concerned with how to pay the 
“correct tax—but no more.” Where the 1934 law differs materially bon its 
predecessors, as on tl ore of earned income credit, the explanation is ex. 
tended, and examples freely employed. For this limited use as a primer, 
especially on personal me taxation, the book seems well done. 

JENS P. JENSEN 


McGRANE, R. C. Foreign bondholders and American state debts. (New York: 
Macmillan. 1935. Pp. vii, 410. $4.) 
The author first considers each of the nine states which defaulted in its debt 
service before 1860. Through the extensive use of public documents, contem- 
porary English and American newspapers, and, especially, the manuscript col- 
lections of certain Dutch and English banking firms, he has made a substantial 
contribution to the financial history of this period. Emphasis is placed espe. 
cially upon the fact sponsible for the borrowing; methods used in selling 
the bonds; the atti of the press, both here and abroad, toward the incurring 
and the later adjustment or repudiation of the debts; and the efforts of Ameri- 
can and European bondholders and bankers to secure favorable treatment from 
the various states. One is struck with the similarity between the inducements 
offered to European stors a century ago and the arguments used to persuade 
American investors t hase South American bonds during the past decade. 
Indeed, the gullibility of the bankers themselves and many of the selling and 
buying methods used in that early period revive painful memories of the New 
Era. Mixed commercial and investment banking and rampant speculation, es- 
pecially in real estate and in the securities of internal improvement companies, 
accompanied this first period of state borrowing in the United States. 
The extreme laxity of many state agents in their financial practices and cer- 
tain undue concessions made to investors in order to obtain capital are also 
significant. At the demands of bankers, states or their agents frequently made 
bonds payable abroad, allowed purchasing firms to pay in installments extend- 
ing over two or thr rs while receiving interest on the full amount from 
date of sale, and si ls below par in violation of authorizing laws. These 
practices were later argued in some cases in justification of repudiation. Good 
discussions of the movement for federal assumption of state debts in the 1840's 
and of the vain attempts of foreign bondholders to exert pressure on the de- 
linquent states through diplomatic channels complete the picture of the finances 
of this early period 

The second part of the book deals with the ten states which defaulted or 
repudiated after the Civil War. Here the author depends more upon secondary 
sources, and combines the ten short, compact accounts into one long chapter. 
The foreign banker and investor appear only occasionally in these tragic and 
sordid stories ; this, together with the similarity of the developments in the dif- 
ferent states, presumably ints for the comparatively small attention given 
to this period. 

B. U. RATCHFORD 


MarTIN, R. C. Municipal budgets: a budget manual for Texas cities. Municipal 
stud. no. 1. (Austin: Author. Pp. 131.) 

Monat, H. R. The tariff wool. (Madison: Tariff Research Committee. 1935. 
Pp. xxi, 168. 50c.) 
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NELSON, C. L., BLakey, G. C. and BLaKEy, R. G. Sales taxes. Pub. no. 48. 
(Minneapolis: League of Minnesota Municipalities. 1935. Pp. 88. $1.) 

paut, R. E. and MERTENS, J., JR. The law of federal income taxation. Vols. 
|-VI. (Chicago: Callaghan. 1934. $60.) 

SrUDENSKI, P. Chapters in public finance. Rev. ed. Reprinted from Vol. II of 
Economic principles and problems by WALTER E. SPAHR and others. (New 
York: Farrar and Rinehart. 1935. Pp. 470-647. $1.) 

WuELLER, P. H. The integration of the German tax system. A thesis. (New 
York: Columbia Univ. Press. 1933. Pp. 59.) 

Bibliography of economic science. Vol. I. Public finance ( 1919-1933). Com- 
piled by the Institute for Economic Research, Osaka University of Commerce. 
(Tokyo: Maruzen Co. 1934. Pp. 830. $7.50.) 

This is an ambitious undertaking and, in this the first and as yet the only 
volume published, is well carried out. The volume contains some 15,000 titles 
in Japanese, English, German, French and Italian. The works included are 
books, articles in leading periodicals, items appearing in authoritative dic- 
tionaries of economics, essays in commemorative publications, etc. The bib- 
liography is limited to books published between 1919 and 1933, although new 
editions are included and dates given of previous editions. The titles are minute- 
ly classified ; and for books of special importance the entire tables of contents 
are given. 

The work is of distinct usefulness for all large libraries with well organized 
reference departments as well as for scholars in public finance. 


Cart C. PLEHN 


Constitutional tax rate limitation for Illinois. (Springfield: Ill. Tax Commission. 
1934. Pp. 152.) 


Digest of trade data with respect to products on which concessions were granted 


by the United States in the United States-Belgo-Luxemburg trade agreements. 
(Washington: U. S. Tariff Commission. 1935. ‘er xxiv, 337.) 


This volume contains for each product brief factual statements relating to 
production, exports, imports and other trade factors, confined, however, to the 
products on which concessions were made by the United States. 

For Minnesota schools: taxation and school support. Bull. no. 3. (St. Paul: Minn. 
Education Assoc. 1935. Pp. 96.) 

Tax policy to aid economic recovery and permanent prosperity: report of special 
committee. (New York: Tax Policy League. 1935. 10c.) 


Tax rate limitation: how it would work in Dupage County, Illinois. (Springfield: 
Ill. Tax Commission. 1934. Pp. 41.) 


United States master tax guide, 1935: based on the Revenue act of 1934 and the 
regulations, rulings, and decisions under present and prior laws, to 1935. (Chi- 
cago: Commerce Clearing House. 1935. Pp. 229. $1.) 


Population and Migration 


Population Theories and Their Application with Special Reference to Japan. 
By E. F. PENROsE. (Stanford University, Calif.: Food Research Inst. 
1934. Pp. xiv, 347. $3.50.) 

This is a book by an author who knows well the culture, life, economic 
and social conditions of the country about which he writes; who is thor- 
oughly acquainted with the literature on population, and who is an able 
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economic theorist. The end result is one of the best books on economic-demo- 
graphic conditions published in a decade. Even a small, well-selected library 
on population, on economic theory or on world economic conditions ought 
to include it. Much of the realism and balance of the book is a consequence 
of the fact that its author is no narrow economist; for he shows a substantial 
acquaintance with cultural sociology; to a lesser extent with cultural psy. 
chology. 

It is becoming increasingly clear that one cannot analyze even the eco- 
nomic predicament of a nation in terms of the “logic” of the market place 
alone. Those economists accustomed to “‘high-hat’’ sociological theory had 
better (for the sake of their own reputations, if for no more worthy pure. 
science motive) study this volume with care as an example of how a good 
grasp of sociological theory can give us, in reasoning essentially economic, 
closer approximations to reality and hence to sound conclusions. 

Part 1 on “Theories of population” (three chaptcis) examines the 
Malthusian theory and the income and welfare optima. Part 2 on “Some 
aspects of the Japanese population problem” (again three chapters) points 
out that while Japanese fertility is not abnormal, we may expect substantial 
increase until 1955 after which there will be stabilization. In this part popu- 
lation changes are discussed in relation to overpopulation in agriculture and 
to the prospects for industrialization. Part 3 treats of the relation of popula- 
tion to migration, territorial expansion, international trade and inter-group 
conflict. 

A central thesis is that since natural resources are inequitably distributed 


geographically, and since the interregional movement of commodities is a 
substitute for an absence or scarcity of productive factors or sub-factors, 
much can be done to alleviate the Japanese crisis by (1) fewer migration 


barriers; (2) fewer restrictions on international trade; (3) less tribalism 
and nationalism and more cosmopolitanism. This simple statement does in- 
justice to the book; for it gives one no conception of its close reasoning, its 
political and social realism, its cultural (as distinct from purely economic) 
insight and understanding. Occasionally there seems to be quibbling over 
very fine points of interpretation upon which, it seems to me, there might 
be room for legitimate differences of opinion. Yet we are quite disarmed 
in the foreword by the author’s statement that this does not imply disrespect. 
When Dr. Penrose complains that Malthusian literature has been “unneces- 
sarily controversial,”’ we are prompted to suggest that the same may be true 
of this book. Yet most careful students of population will be glad that the 
book is so. For in criticism lies progress. 

This book is proof also, if further proof were needed, that an economist 
can put social welfare first and still be a good economic theorist. 

NorMaN E. HIMEs 
Colgate University 
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NEW BOOKS 


ANDERSON, H. D. and EExxs, W. C. Alaska natives: a survey of their sociologi- 
cal and educational status. (Stanford Univ., Calif.: Stanford Univ. Press. 1935. 
Pp. 488. $5.) 

BocARDUS, E. S. The Mexican in the United States. (Los Angeles: Univ. of 
Southern California Press. 1934. Pp. 126.) 

LanprY, A. La révolution démographique. (Paris: Recueil Sirey. 1934. Pp. 227. 
29 fr.) 

This is a collection of integrated essays, some new and some published with- 
in the past 25 years, all concerned with demographic trends or demographic 
theory. The author, employing refined methods of ery, trends in fertility, 
traces the decline in fertility to 1932, when the net reproduction rate ranged 
from 0.375 in Stockholm to 0.88 in France. The demographic revolution re- 
vealed in this decline merely reflects the replacement of pre-1800 man, who 
sought only to preserve his level of life, by modern man with his manifold 
motivation to restrict fertility. Pre-1800 man had earlier replaced primitive 
man who, Landry erroneously supposes, was not concerned about the conse- 
quences of his fertility. The decline in fertility is traceable to the “new con- 
ception of life,” the “rationalisation of living,” the new attitudes and senti- 
ments (é.g., egoism, ambition, feminism), which have come more and more 
to characterize modern man, originally a product of the late eighteenth century. 

Like almost all French writers Landry is deeply hacen over the threat 
of depopulation. Relying largely upon secondary sources, he concludes that 
depopulation in the ancient world, a product of the forces making for deca- 
dence, accelerated its oncoming. Turning to modern France and the modern 
world, he states that depopulation will increase the burden of indebtedness, 
reduce economic productivity, produce a psychology of despair, etc. As to 
methods of checking depopulation he favors those designed to reduce the 
burdens of procreation rather than those designed merely to alter the psycho- 
logical outlook of the population. His methods are all apparently conceived 
within the framework of a capitalist society. 

In the theoretical a Landry traces the changes in population theory. 
Townsend, assuming a fixed standard of living and the premise that hunger 
and sex alone govern man, concluded that population is determined by the 
means of subsistence, mortality constituting the check. Cantillon, assuming a 
varying standard of living, concluded that numbers are merely conditioned by 
the means of subsistence, nuptiality constituting the check. Modern writers 
(eg. Dumont, Mombert) have shifted emphasis to the psychological factors 
and their determinants, the degree of wealth, of rationalization of conduct, of 
social capillarity, etc. Landry accepts the last view. Moreover, in his treatment 
of the optimum and the concept of progress, he rejects the Anglo-Saxon 
optimum, saying that happiness and progress are, in a sense, subjective and not 
necessarily positive correlates of real income per capita. For him the optimum 
“corresponds to a certain level of life” which differs for different classes and 
categories. 


JOSEPH J. SPENGLER 


LORIMER, F. and OsBorn, F. Dynamics of population. (New York: Macmillan. 
1934. Pp. xiii, 461. $4.00.) 


The  seneye work, the best by far yet done on differential fertility, embodies 


the findings of both the authors and many other scholars. A glossary, nearly 


0- 
ary 
ght 

ce 
ial 
0- 
ace 
ad 
re- 
od 
iC, 
he 
me 
nts 
tal 
nd 
ila- 
up 
ted 
$a 
rs 
ion 
sm 
in- 
its 
1c) 
ver 
ght 
ed 
ct 
rue 
the 
nist 


374 Reviews and New Books [June 


40 pages of bibliography, a 19-page index, over 50 charts, over 100 tables, and 
23 statistical appendices make this work, with its well written and well reasoned 
text, a veritable mine of information and suggestion. We can but indicate some 
conclusions. 

Differential natural increase not only is strikingly manifest in the United 
States but gives little promise of disappearing ‘‘in this country in the visible fu- 
ture, unless exclusive public measures are undertaken to produce this result.” 
By occupation net reproduction ranges from 1.32 per generation in agriculture 
to 0.76 in professional groups. Gross reproduction is higher among the un. 
employed than among the employed. “A disproportionate share of successive 
generations is likely to be drawn from areas that are now characterized by rather 
low cultural-intellectual development and poor educational opportunities.” 
Moreover, the people composing some of the groups, or living in some of the 
areas marked by a relatively high natural increase, are definitely of an inferior 
biological calibre. Even where this is not true, differential natural increase is 
aggravating the mal-distribution of population and local social problems such 
as education. The authors therefore conditionally anticipate “eventual political 
and social repercussions {that} may be tremendous.” 

The authors attribute both the low level of fertility in the United States and 
the differentials in fertility primarily to voluntary control of fertility through 
resort to abortion and contraception. Although they find some evidence in up 
classes of a positive correlation between economic status and fertility, they 
conclude in general that: ‘In a population with a high standard of living which 
has acquired techniques of family limitation, reproduction at the replacement 
level can be expected only when social conditions are distinctly favorable to 
fertility.” 

While the authors present no organized program of reform, they do imply 
the growing importance of the population problem, and suggest the need to 
curb fertility in some groups and encourage it in others. Among the factors 
conducive to a higher level of natality they suggest maternity services, com- 
munity nurseries, the development of part-time employment of women in such 
a way as to permit both maternity and economic activity, the building up of 
attitudes and social institutions and ways of living conducive to fertility and 
economic security. They do not indicate whether an adequate change can be 
effected within the present capitalistic structure. 

JOSEPH J. SPENGLER 


REUTER, E. B., editor. Race and culture contacts. (New York: McGraw-Hill. 


1934. Pp. vili, 253.) 


TaYLor, P. S. An American-Mexican frontier: Nueces County, Texas. (Chapel 


4 


Hill: Univ. of North Carolina Press. 1934. Pp. xiii, 337. $3.50.) 

A study of the economic and social relations between Americans and Mexi- 
cans in Texas, this book deals particularly with Nueces County, Texas; but it 
is of significance as an analysis of American-Mexican relations in Texas gen- 
erally. The choice of Nueces County for intensive study was no doubt due to the 
fact that it is one of the leading cotton producing sections in Texas and has a 
large Mexican population. Thus this county serves as a focus for considering 
American-Mexican contacts in the region from the Nueces River to the Rio 
Grande River. 

The first part of the book deals with the conflicts between the various racial 
groups in South Texas—Indians, European (or American) Whites, Mexicans, 
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and Negroes. While in general Texans considered Mexicans marauding in- 
vaders, and Mexicans felt that the Americans were the invaders, it is noted that 
at times some Mexicans sided with Texans against their compatriots. 

The main portion of the book deals with the present-day relations between 
Americans and Mexicans. In Nueces County the Mexicans are mostly engaged 
in agriculture. The status of the Mexican has changed within the last hundred 
years from that of owner, under grants from Spain and Mexico, to that of 
worker and tenant. Mexican labor is of greatest importance in cotton chopping 
and picking, although it is used in other agricultural work as well. On the 
whole, labor relations between American farmers and Mexican laborers have 
been rather friendly. Many farmers prefer Mexican laborers to other classes 
(American ‘“Whites” or Negroes), not only because of their efficiency in the 
cultivation of cotton, but also because of their humbleness and loyalty. Some of 
the farmers, however, complain of the ignorance of the Mexican workers and 
of the fact that they sometimes strike for higher wages. These people look for- 
ward to the a eto Re of cotton picking machines to give them a 
bargaining advantage over the laborers. Another phase of the labor problem is 
the hostility of American and Negro laborers to Mexican workers because of 
their low standard of living. 

The final part of the book deals with the social relations between the two 
races. The existence of some antagonism between Americans and Mexicans is 
indicated by school separation, domiciliary isolation, and social distinctions. In 
part, these distinctions are due to a feeling that Mexicans are inferior. It is 
noted, however, that the attitude toward the Mexicans is not the same as toward 
the Negroes. There are many distinctions against Negroes that are not applied 
to Mexicans. It is my opinion, based on observation, that much of the Eaier- 
tion between Americans and Mexicans is one of economic status primarily, 
and of race largely by virtue of correlation with economic status. With an im- 
provement in economic status; the Mexican-American may come to be ac- 
cepted by the community in approximately the same manner as a German- 
American or an Italian-American. 

R. J. GONZALEZ 


THOMAS, N. Human exploitation in the United States. (New York: Stokes. 


1934. Pp. xix, 402. $2.75.) 


Norman Thomas will possibly never be President of the United States, but 
he is one of our most valuable citizens. He is our modern major prophet, con- 
stantly depicting the evils of our present economic and social organization and 
showing what he considers is the way to a saner and finer system. It is to his 
credit that five years of depression were not necessary to make him see weak- 
nesses in our economic and social life. He was as fully convinced of these weak- 
nesses during the days of the New Era economics. 

In the present volume Mr. Thomas brings his earlier findings concerning 
exploitation up to date. In his striking and effective style in seventeen chapters 
he piles up evidence of exploitation of farmers, small home owners, workers in 
forests, mines, and factories; women, children, negroes, consumers, and small 
investors. He leaves little doubt as to what rugged individualism did to these 
groups, nor does he think they fare much better under the New Deal. A criti- 
cism that nothing is said of the improvements in living and working conditions 
that have gradually taken place under private capitalism, Mr. Thomas would 
probably not consider to the point. He is not interested in a comparison of con- 
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ditions today with those of some former period, but in showing how far we 
fall short of present possibilities. Neither would Mr, Thomas consider as valid 
criticism the retort to the first sentence of his introduction, “It has, by now 
become a commonplace to assert that mankind starves in the midst of plenty” 
that we have never had plenty. His answer would undoubtedly be that plenty 
would be present if we had the proper economic organization. It is of course 


here that the chief questions concerning Mr. Thomas’ book arise. Admitting 
present exploitation, can its evils be removed by reform within the framework 
of private capitalism; or is socialism necessary; and would socialism be an 


effective remedy ? 
Ear R. Sikes 


THORNTHWAITE, C. W. Internal migration in the United States. Stud. of popula. 
tion redistribution, bull. no. 1. (Philadelphia: Univ. of Pennsylvania Press, 
1934. Pp. x, 52. $1.) 

Birth, stillbirth, and infant mortality statistics for the birth registration area of the 


United States, 1931. 17th annual rep. (Washington: Supt. Docs. 1934. Pp. 
235. $1.) 

Birth, stillbirth, and infant mortality statistics, 1932. 18th annual rep. (Wash- 
ington: Supt. Docs. 1934. Pp. 228. $1.50.) 


Social Problems and Reforms 


The Evolving House. Vol. Ul. The Economics of Shelter. By ALBERT Far- 
WELL BEMiIs. (Cambridge: Mass. Inst. of Technology Press. 1934. 
Pp. xxxvii, 605. $4.00.) 

The reviewer has read this book with increasing respect. Increasing, be- 
cause the opening chapter is rather burdened with scientifically meaning- 
less generalizations which irritate and confuse. Charts such as the one 
(p. 5) showing ‘Percentage of Social Effort Expended on Various Activi- 
ties in Various Cultural Periods’’ would seem to be an indulgence in tech- 
nique. Where is the source of the information that primeval people spent 
100 per cent of social effort on food and shelter and 0.0 per cent on educa- 
tion? Closely allied to such graphic presentations are the numerous hark- 
ings back to that vague beginning when primitive man provided shelter 
“directly, naturally and easily” (p. 252) or devoted all his efforts to the 
production of consumable goods. There would seem to be an essential 
conflict between man’s providing his shelter “naturally and easily” and 


the production of consumable goods requiring all his effort. We have 
grown sceptical of such economic geneses since the days of Adam Smith. 

The excellent discussion of modern housing and its place in the family 
budget assumes the questionable soundness of citizens who choose the 
ever maligned car or other luxury in place of buying a home. Granting, 


which this reviewer does not, that ownership of a home is of more social 
and moral value than ownership of a car, they do not represent alternative 
choices. The kind of home one could buy with the price of a car is the 
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kind of home one buys a car to get away from. It is further somewhat 
astounding to find a term over which economists have locked sentences 
in wordy and probably futile combat for one hundred years, defined simply 
ind clearly: ‘Economic rent is used to define such a yearly rental of gross 
income from housing as would defray all costs and provide a net return 
to the owner equal to that obtainable from other comparable investments”’ 
(p. 126). Just that simple. Let the long contention cease. 

These criticisms are pertinent to many sections of the book, which is 
marred throughout by similar naiveté of statement and looseness in the 
use of terms. Yet, they refer after all to the background of the real work. 
High praise must be given the body of the book. The approach and the 
treatment is that of an engineer, and the analysis of the really amazing 
amount of factual material is clear-cut, judicious and pointed. There is no 
hesitancy in following the figures through to the full picture. Any person 
interested in housing from a personal, social or commercial point of view 
will find here a thoughtful, thorough presentation of information as to how 
a house can be planned, built and financed in the most efficient way. 

Mr. Bemis does not favor capital grants by government for home build- 
ing. The argumentative analysis of government intervention is strongly 
colored by what to most social students is an untenable thesis—that of 
natural law. This assumption, connected with conceptions of the economic 
universe as either highly mechanistic (p. 134) or organic (pp. 137-139) 
is implicit throughout the book. Since all economic orders are subservient 
to natural law, the government should by its housing program “‘try to 
promote harmony between psychic and economic forces’’ (p. 490). Grant- 
ing the hypothesis, one hesitates to ask the government to add to its burdens 
by attempting the task. 

In spite of these more than dubious assumptions, the volume might well 
become the handbook of the New Deal Housing Program, for the con- 
demnation, by fact and figure, of housing under a system of “free competi- 
tion” or what have you brings a definitive verdict. Mr. Bemis’s insistence 
upon “rationalization, as opposed to direct government subsidy’’ is but 
another instance of the dichotomy which is separating into more or less 
positive groups those who advocate greater governmental activity for social 
ends. The Housing Program may be the “‘catalytic agent’’ by which the 
“huge heterogeneous, unwieldy mass of the building industry” will change 
from “chaos to order” (p. 505). 

The third book of the series will be awaited with interest by all students 
of housing problems, for such work from one versed in the mechanics of 
building is highly valuable. 

RuTH A. ALLEN 
University of Texas 
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NEW BOOKS 


ApAMS, T. Outline of town and city planning: a review of past efforts and mod. 
ern aims. (New York: Russell Sage Foundation. 1935. Pp. 368. $3.) 
BAuER, C. Modern housing. (Boston: Houghton Mifflin. 1934. Pp. xvii, 331.) 
This book naturally draws most of its material from the post-war housing 
of leading European countries. It opens with a rapid sketch of the unsatisfac. 
tory efforts at better housing in various countries during the nineteenth .cep. 
tury—a background which admittedly is dark and forbidding. -By contrast, 
European post-war construction marks a noteworthy advance, not only in the 


quality of the houses themselves but also in the concept of the housing problem. 
ee emphasis is laid on the community aspects of the problem: “the com. 
P ete neighborhood, and not the individual house or apartment-building, must 

e the unit of planning, of finance, of construction and of administration.” 


Statistical data on the numbers of post-war houses built in leading Euro 
countries, the numbers receiving government assistance and methods of financ- 
ing are supplemented by numerous diagrams and photographic plates which 
give an excellent idea of community lay-outs and types of dwelling. The av- 
thor endorses the principle that housing should be regarded as a public utility: 
the “right to live in a decent dwelling” is put in the same category as the right 
to good and abundant water, fire protection and education. She has no qualms or 
doubts over possible repercussions of subsidies or other forms of government 
intervention. But always her objective appears to be better housing. She ap- 
plies the pragmatic test and has little respect for mere political gestures. In this 
connection she sees slight hope of substantial results from the “chaos” and 
“dabbling” which, in her opinion, characterize much of the housing activities 
of the present Washington administration. 

The book raises many controversial questions such as the advisability of 
home ownership and the desirability of the free-standing house; and the non- 
chalance with which the author condemns the capitalistic system may be a little 
trying to the nerves of those who are not yet ready to see that much-abused 
institution carted away to the sandbank unwept and unsung. But whether or 
not the reader agrees with Miss Bauer’s social philosophy and a certain fond- 
ness for things Russian, he will be impressed by the ability and familiarity 


which she brings to her task, and will be ready to compliment her for having 
made a stimulating and entertaining contribution to current housing discussion. 


LUTHER CONANT 


BRECKINRIDGE, S. P. Public welfare administration with special reference to the 
organization of state departments: outline and bibliography, supplementary to 
public welfare administration in the United States. Select documents, (Chicago: 
Univ. of Chicago Press. 1934. Pp. 34. 25c.) 


Brown, L. G. Social psychology: the natural history of human nature. (New 
York: McGraw-Hill. 1934. Pp. xiti, 651.) 

CatTT, C. C., and others. Why wars must cease. (New York: Macmillan. 1935. 
Pp. xiv, 156. $1.) 

Co-authors are Jane Addams, Mrs. William Brown Meloney, Mary E. Wool- 
ley, Emily Newell Blair, Mrs. Franklin D. Roosevelt, Judge Florence E. Allen, 
Dr. Alice Hamilton, Florence Brewer Boeckel, and Dorothy Canfield Fisher. 

Davis, W., editor. The advance of science. (New York: Doubleday Doran. 1934. 
Pp. xiv, 400.) 
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DosBerT, G. Die faschistische Wirtschaft: Probleme und Tatsachen. (Berlin: 
Reimar Hobbing. 1934. Pp. 231.) 

EvereTT, S. Democracy faces the future. (New York: Columbia Univ. Press. 

1935. Pp. 269. $2.50.) 

FRANK, R. Social integration. (Boston: Christopher. $1.75.) 

GLENN, P. J. Sociology: a class manual in the philosophy of human society. (St. 
Louis: Herder Book Co. 1935. Pp. x, 409.) 

Hauser, H. La paix économique. (Paris: Armand Colin. 1935. 7 180.) 

HEASON, S. E., and others. Economic citizenship. (New York: College Entrance 
Book Co. 1934. Pp. 256. 75c.) 

HorFeR, C. R. Introduction to rural sociology. Rev. ed. (New York: Farrar and 

Rinehart. 1934. Pp. xiv, 500.) 

HUNTLEY, K. Financial trends in organized social work in New York City. 

Welfare Council Res. Bur., stud. no. 4. (New York: Columbia Univ. Press. 

1935. Pp. 354. $3.75.) 

HuxLey, J. S. Science and social needs. (New York: Harper. 1935. Pp. 303. 
$2.75. 

Jupp, Cu Education and social progress. (New York: Harcourt Brace. 1934. 
Pp. xii, 285.) 

colesiene A. J., and others. Social settlements in New Y ork City: their activities, 

policies, and administration. Welfare Council Res. Bur., stud. no. 2. (New 

York: Columbia Univ. Press. 1935. Pp. 618. $5.) 

Krutz, R. H., compiler. Looking toward a public welfare plan: a digest of recent 
opinion in the folds of social work and public welfare administration. (New 

York: Russell Sage Found. 1935. Pp. 34. 25c.) 

La Fottette, C. T. A study of the problems of six hundred and fifty-two gain- 

fully employed married women homemakers. Contribs. to educ., no. 619. (New 

York: Teachers Coll., Columbia Univ. 1935. Pp. 219. $2.) 

Lapp, J. A. and WEAvER, R. B. The citizen and his government: a study of 

democracy in the United States. (Newark: Silver Burdett. 1935. Pp. vii, 680, 

xxxii. $1.80.) 

Laskl, H. J. The state in theory and practice. (New York: Viking. 1935. Pp. 299. 
$3.) 

LassWELL, H. D. World politics and personal insecurity. (New York: McGraw- 
Hill. 1935. Pp. 314. $3.) 

LoucH, W. H. assisted by GAINSBRUGH, M. R. High-level consumption: its be- 
havior, its consequences. (New York: McGraw-Hill. 1935. Pp. xii, 345. $4.) 

MANNHEIM, K. Rational and irrational elements in contemporary society. L. T. 

Hobhouse memorial trust lectures, no. 4, delivered at Bedford College for 

Women, University of London, March 7, 1934. (New York: Oxford Univ. 

Press. 1935. Pp. 36. 75c.) 
“We have progressed so far as to be able to plan society and to plan man; 

but who plans those who plan society ?” 

Mitts, O. L. What of tomorrow? (New York: Macmillan. 1935. Pp. 151. $2.) 
A collection of reprints of public addresses made during 1934. In these the 

author discusses inflation, recovery policies and unemployment reserves. While 

critical of current policies, he defends economic liberalism. 

MULLER, H. M., compiler. Federal aid for the equalization of educational oppor- 
tunity. (New York: Wilson. 1934. Pp. 121.) 

QUEEN, S. A., BODENHAFER, W. B. and HarPER, E. B. Social organization and 

disorganization. (New York: Crowell. 1935. Pp. xii, 653. $3.50.) 
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REED, R. The illegitimate family in New York City: its treatment by social and 
health agencies. (New York: Columbia Univ. Press, for the Welfare Council 
of New York City. 1934. Pp. xvii, 385.) 

RoeMER, W. F., and others. The Catholic church and peace efforts. A report of 
the History Committee. (Washington: Catholic Assoc. for Internat. Peace. 
1934. Pp. 63. 10c.) 

SELIGMAN, E. R. A. and JOHNSON, A., editors. Encyclopaedia of the social sci. 
ences. Vol. 14. Servitudes—trade association. (New York: Macmillan. 1934 
Pp. xxiii, 676.) 

STOLBERG, B, and VINTON, W. J. The economic consequences of the New Deal 
(New York: Harcourt Brace. 1935. Pp. 85. $1.) 


Describing “the irreconcilable conflict between capital and labor” as “the 
overwhelming fact of our epoch,’ and stating that “the thing that Outrages 
our social economy is the irresponsible power of great wealth,” the authors, 
nevertheless, criticize the economics of the New Deal in terms surprisingly like 
those of our rugged individualists. ‘‘Capitalist recovery, on the classic lines of 
laissez-faire, has not only been impeded but arrested.” Their next step, how. 


ever, is in another direction. Because it has passed by “the irreconcilable con- 
flict” on the other side and has done nothing fundamental to correct the in- 


evitable unbalance caused by great inequalities in wealth, the New Deal has 
now reached a stalemate. Social planning on socialist lines, the only real alterna- 
tive to control by the money-changers, “has been sedulously avoided.” What- 
ever has been attempted toward benefiting the middle class and our middle class 


minded labor has, by virtue of the essential straddle of the New Deal, simply 
served to intrench Big Ownership. From October, 1933 to October, 1934 profits 
rose while real wages fell, unemployment grew and the necessitous multiplied. 
“A first-rate earthquake could have re-established scarcity much more effectively, 
and put all the survivors to work for the greater glory of Big Business—with far 
more speed and far less noise than the New Deal.” 

LINCOLN FAIRLey 


STONE, W. T. L’industrie des munitions: analyse de I’ enquéte du Sénat des Etats. 
Unis, 4—21 septembre, 1934. Geneva spec. stud., vol. v, no. 9. (Geneva: 
Geneva Research Center. New York: Foreign Policy Assoc. 1934. Pp. 31. Fr. 
suisse 1.) 

With the collaboration of the Section on Research of the Foreign Policy 
Association. 

STUDENSKI, P. Liguor taxes and the bootlegger. A report prepared for the Com- 

mittee on Liquor Control Legislation of the National Municipal League. (New 


York: National Municipal League. 1935. Pp. 79.) 

TuGWELL, R. G., and KEYSERLING, L. N., editors. Redirecting education. Vol. | 
The United States. (New York: Columbia Univ. Press. 1934. Pp. ix, 273. $3.) 

Contains two chapters by Thomas C. Blaisdell, Jr., on economics in the dl- 

lege. 

WEATHERFORD, W. D. and JoHNSON, C. S. Race relations: adjustment of white 
and negroes in the United States. (Boston: Heath. 1934. fi x, 590.) 

WILKINSON, E. and Couze, E. Why fascism? (London: Selwyn. 1934. Pp. 317. 
8s. 6d.) 

WoL, M. Labor, industry and government. (New York: Appleton-Century 
1935. Pp. 341. $2.) 

Woopsury, C., editor. Housing officials’ year book, 1935. (Chicago: National 
Assoc. of Housing Officials. 1935. Pp. vi, 72. $1.) 
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WooTToN, B. Plan or no plan. (New York: Farrar and Rinehart. 1935. Pp. 360. 
$1.60.) 

Current economic problems. (New York: American Inst. of Banking. 1934. Pp. 
135.) 

Labour and education, (London: The Labour Party. 1934. Pp. 16. 1d.) 

La place rationnelle des syndicats dans les sociétés modernes: la réforme des sys- 
temes fiscaux. Travaux du Congrés des Economistes de Langue Francaise, 1934. 
(Paris: Domat-Montchrestien. 1934. Pp. 273. 40 fr.) 


This volume is a report of the proceedings of the 1934 meeting of the 
Congrés des Economistes de Langue Francaise, whose membershi ndeiies the 
leading economists of France and the French-speaking regions of Belgium and 
Switzerland. 

The formal report on the first subject was presented by Professor de 
Brouckére of the University of Brussels. The speaker confined his remarks to a 
single type of ‘‘syndicat,” the labor union, and its relationship to the employer 
(including employers’ associations) and to the state. The réle of the labor union 
in modern society is that of a voluntary organization of free individuals, de- 
signed to promote and protect the interests of its members. As such it should 
enjoy the greatest freedom of action. A democratic state which assures both 
workers and employers of such liberty provides a balance of power which pro- 
motes the best interests of society as a whole. This system is now threatened by 
the development of the corporate state. The situation in Italy, for example, 
where the right to organize is recognized but the right to strike denied to labor, 
is inadmissible. 

In the subsequent discussion the consensus of opinion, although less positive, 
favored the speaker's position. Greater emphasis was placed upon the réle of the 
state as an arbitrator, and a protector of the public interest. 

Professor Laufenburger of the University of Strasbourg read the second 
paper, reporting on the effects of economic fluctuations on taxes, and the possi- 
bilities of minimizing them. The sensitiveness of tax yields to cyclical fluctua- 
tions depends on the base of imposition of the tax and on the technical organiza- 
tion of the fiscal system. The yield of taxes on business activity is moderately 
stable if the tax is on volume, less stable if levied on prices. The various taxes 
on income and wealth may be classified in an ascending scale of sensitivity but 
no simple generalization is possible. Taxes on consumption give quite stable 
returns. 

Turning to the technical aspect of the problem, the author classifies certain 
current fiscal practices according to their tendency to minimize or aggravate 
fluctuations in yield, supporting his theoretical conclusions by statistical evidence 
from France and Germany. He concludes that fluctuations can be reduced by 
more flexibility in the adaptation of fiscal practices to the economic situation, and 
by more efficient means of estimating revenue. 


Morris E. GARNSEY 


Proceedings of the National Conference of Jewish Social Service, including joint 
sessions with the National Association of Jewish Center Executives and the 
National Council for Jewish Education, at the annual sessions, Atlantic City, 
New Jersey, May 26-30, 1934. (New York: Nat. Conf. of Jewish Soc. Serv. 
1934. Pp. 190.) 

Proceedings of the National Conference of Social Work (formerly National Con- 
ference of Charities and Correction) at the sixty-first annual session held in 


Diyhovicm Chavitior and Meacurer 
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Kansas City, Missouri, May 20-26, 1934. (Chicago: Univ. of Chicago Press, 
1934. Pp. xi, 621. $3.) 


The body of the Proceedings is composed of 16 papers devoted to specific 
problems handled in section meetings and 25 papers delivered in one of the 
following generic classifications: children, delinquent, health, family, indus. 
trial, community life, mental hygiene, social forces, public social work, immi. 
grant, standards, and publicity 

The personnel of committees for 1934 as given on pages 581-591 might serve 
as a useful Who's Who in social work for anyone not closely acquainted with the 
leaders in this important phase of our national life. 


EDWIN S. BuRDELL 


Richmond house num 2 health areas: study of neighborhood statistics. Stud. 
10, sec. 5. (New York: Columbia Univ. Press, for the Welfare Council of New 
York City. 1934. Pp. 141. $1.) 

Social and economic re iction in the United States. (New York: World Peace 
Foundation. 1934. $3 ) 

The Social Science Research Council: annual report, 1933-1934. (New York: 
Social Science Research Council. 1935. Pp. v, 44.) 

Up with the houses—down with the slums! (London: Labour Pub. Dept., Trans. 
port House, Smith Sq. 1934. Pp. 36. 2d.) 

Statement of the English Labour Party housing policy adopted by the annual 
conference held in October, 1934 


Insurance and Pensions 


NEW BOOKS 


BRANNON, V. DE W. Employers’ liability and workmen’s compensation in Ari- 
zona. Soc. sci. bull. no. 7. (Tucson: Univ. of Arizona. 1934. Pp. 116. 50c.) 

Cyzio, S. C. Your insurance: its problems and their solution. (Chicago: Robert 
Rand Harrold, 213 W. Institute Pl. 1934. Pp. 305. $3.) 

GALL, J. C. Some observations on British experience in the field of employment 
relations and social insurance. (New York: Nat. Assoc. of Manufacturers. 1934. 
Pp. 31.) 

GitEs, R. Your mone} 1 your life insurance. (New York: Harper. 1935. Pp. 
142. $1.50.) 

Harwoop, E. C. and Francis, B. H. Insurance and annuities from the buyer's 
point of view. (Cambridge, Mass.: Am. Institute for Econ. Research, 1200 
Massachusetts Ave. 1935. Pp. 186. $2.50.) 

HoracHer, J. P. The results of workmen's compensation in Pennsylvania: « 
study of the Pennsylvania system from the point of view of the injured worker. 


Statistical tables (separate pamphlet). (Harrisburg: State House. 1934. Pp. 
xxiii, 161; 238.) 


TeaF, H. M., Jr. Self-insurance of workmen's compensation in Pennsylvania, 
(Harrisburg: State House. 1934. Pp. viii, 176.) 

THOMPSON, L. A., compiler. Unemployment insurance and reserves in the United 
States: a selected list of recent references. U. S. Bureau of Labor Stat. bull. no. 
611. (Washington: Supt. Docs. 1935. Pp. 54. 10c.) 

WEIGERT, O. Administration of placement and unemployment insurance in Get- 
many. (New York: Industrial Relations Counselors. 1935. Pp. xiv, 241.) 


Oscar Weigert, who for 14 years was a leading executive in the German 


384 Reviews and New Books [June 


T) 


R 


1935 


une 1935] Pauperism, Charities, and Relief Measures 383 
ress, Ministry of Labor, presents a comprehensive survey on the administrative 
methods of labor placement and unemployment insurance in Germany, in- | 
cific cluding a sound analysis of the problems of the German labor market, based on } 
the the detailed statistics of the employment services and of unemployment insur- 
dus. ance as described in Chapters 5 and 19. fi 
ami. The book concentrates on the administrative aspects of this branch of social 
work, that is to say, on the problems which arise after the enactment of the basic 
erve laws concerning placement and unemployment insurance. This is apparently the 
the reason why Weigert presents only a few figures about the changing financial 
status of the insurance fund during the recent periods of depression and recov- 
L ery. Yet it becomes sufficiently clear that unemployment insurance in Germany 
was not a ‘‘failure” as it has sometimes been maintained, but survived one of the 
tud. greatest economic crises. 
New We learn that the enactment of a social insurance law is only a first step 
toward a satisfactory solution of the problems involved, and we see in detail that 
eace this modern branch of public administration is full of intricate questions which 
can hardly be answered in advance by the law itself. Although the constitutional 
ork: basis of administration and its traditions vary from country to country, the coun- 
try which is the last to enact social legislation is in a favorable position to make 
ans- use of previous experiences elsewhere, be they satisfactory or not. 
FRIEDRICH BAERWALD 
- The Association of Life Insurance Presidents: proceedings of the twenty-eighth 
annual convention held in New York, December 13 and 14, 1934. (New York: 
Assoc. of Life Insurance Presidents, 1934. Pp. 240.) 
Fire insurance laws, taxes and fees: containing a digest of the statutory require- 
ments in the United States and Canada relating to fire insurance companies and 
Ari- agents, with many quotations from the statutes; also a compilation of county 
dc.) and municipal taxes and fees. 34th annual ed., rev. to Dec. 1, 1934. (Philadel- 
bert phia: Spectator Co. 1934. Pp. 775.) 
Fire insurance sales manual and guide to the tariff rules and tariff rates. (San 
nent Francisco: Underwriters’ Report, Inc., 401 Sansome St. 1934. Pp. 78. $1.) 
34, New Zealand : report on the insurance statistics of the Dominion for the year 1933. 
(Wellington: Census and Statistics Office. 1935. Pp. 35. 2s.) 
Pp. Outline of needed changes in the Pennsylvania workmen's compensation system 
and supporting information, including the law as amended to December, 1934. 
rer's (Harrisburg: State House. 1934. Pp. 175.) 
200 Report and recommendations of the Unemployment Insurance Commission of the 
State of Oregon, (Salem: State House. 1935. Pp. 87.) 
14 Unemployment Insurance act, 1934: report of the Unemployment Insurance Statu- 
her. tory Committee, in accordance with Section 20 of the Unemployment Insurance 
Pp act, 1934, on the question of the insurance against unemployment of persons 


engaged in employment in agriculture. (London: H. M. Stationery Office. 1935. 
nia, Pp. 73. 1s. 3d.) 


ited Pauperism, Charities, and Relief Measures 
“ NEW BOOKS 
nop Beatty, J. D., and others. Occupational changes and relief activities in Allegheny 


County, Pennsylvania. Peron. 99 Pittsburgh Personnel Assoc. 1934. Pp. 64.) 
CuTTLE, G. The legacy of the rural guardians: a study of conditions in Mid-Essex. 
(Cambridge, England: Heffer. 1934. Pp. viii, 384. 15s.) 
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ELBERT, R. G. Unemployment and relief. (New York: Farrar and Rinehart. 1934, LENI 
Pp. xii, 136.) In 
KENNEDY, A. E. and BRECKINRIDGE, S. P. The Ohio Poor law and its adminis. LESC 
tration, Soc. serv. monog. no. 22. (Chicago: Univ. of Chicago Press. 1934, Pp. M 
xii, 233. $2.) MAR 
If and when the time comes for the liquidation of the vast complex of federal 1s 
and state relief machinery, public administrators and legislative groups will have D 
to turn their attention to the problem of adjusting the emergency superstructure MAT 
to the fundamenta! laws of the several states. Just how difficult this process will pr 
be depends on how antiquated and unadaptable are the underlying statutes. Miss E. 
Kennedy's monograph is the first of a series of poor-law studies to be issued by Pau 
the University of Chicago social service monographs, starting with the states of (] 
the old Northwest Territory. She points out, with ample documentation, those PIER 
principles of the poor-laws of 1601 of Queen Elizabeth’s reign and subsequent A 
seventeenth and eighteenth century English legislation still to be found in the PoL 
Ohio statutes and common law decisions relating to settlement, family responsi- @ 
bility, local taxation and local administration. Rus 
Local administration and local responsibility for the poor are two character. F 
istics of Ohio’s poor-laws to which attention is directed in the first four chapters. - 
The development of the county poorhouse system and the relation of family A 
law to the poor-law is pointed out. One chapter is devoted to a summary of a - 
century of litigation in the Ohio Supreme Court. Under a system of local te. : 
sponsibility, such as exists in Ohio, no township is anxious to provide for more l 
than its share of the poor. Attempts to “pass on” the burden of the poor fre. ( 
age culminated in numerous law suits which in their final adjudication by fn 
the high court, materially affected the administration of the r-laws of the . 
state. In another chapter, the excerpts from the attorney-general’s opinions indi- 
cate the maze and fog in which uninformed and untrained poor-law officials are 
expected to provide for the destitute of the state. The author and the editor, Ms 
Miss Breckinridge, conclusively show that no one could intelligently administer | 
the antiquated and complicated poor-laws under which Ohio continues to labor. Fo 
Thus, notwithstanding state and federal subsidies for outdoor relief, the poor 
of Ohio are, so far as the statutes are concerned, largely at the mercy of the 
township trustees, the almshouse, and the principles of 1601. - 
EDWIN S. BURDELL 
Observations concerning the future organization and policies of administration of 
relief in New Jersey. Submitted to the Joint Committee on Relief of the Senate Fl 
and General Assembly of the State of New Jersey by John Colt, chairman of the 
Administrative Council. (Trenton: State House. 1934. Pp. 21.) 
Toward shelter security. (Trenton, N.J.: State House. 1934. Pp. 44.) 
An ERA investigation under the Division of Research and Methods. of 
ch 
Socialism and Co-operative Enterprises $c 
NEW BOOKS th 
BowEN, E. R. America’s answer—consumers’ coéperation: a challenge and a call ba 
to action! Pamph. no. 341. (New York: Codperative League, 167 W. 12th St. m 
1935. Pp. 16. 10c.) of 
HEWEN, K. A history of national socialism. Translated from the German. (New lo 


York: Knopf. 1935. Pp. 455. $4.50.) 
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person, N. G., and others. Collectivist economic planning. Edited by F. A. VON 
Hayek. (London: Routledge. 10s. 6d.) 

PoLIN, R. and CHARON, J. G. Les cod pératives rurales et l'état en Tchécoslovaquie 
et en Roumanie. (Paris: Alcan. 1934. Pp. vii, 160. 25 fr.) 

RussELL, B., and others. The meaning of Marx: a symposium. (New York: 
Farrar and Rinehart. 1934. Pp. vi, 144.) 
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Statistics and Its Methods 


Elementary Statistics: An Introduction to the Principles of Scientific Meth- 
ods. By JAMES G. SMITH. (New York: Holt. 1934. Pp. x, 517. $3.50.) 


Statistics consists of more than the computation of averages, measures 
of dispersion, index numbers, coefficients of correlation, the drawing of 
charts. Applied to the social sciences, statistics is only one of the tools of 
scientific method; and the theory of statistics, meaning thereby not so much 
the mathematical proofs of the methods as an understanding of their logical 
bases and limitations, must be understood in its relationship to the whole of 
methodology, both inductive and deductive. In particular, an understanding 
of the theory of statistical inference, along with the standardized rules of 
logic (familiar to our teachers, but almost unknown to students of the 
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present college generation) is essential to an avoidance of the common 
abuses of statistics. Such is the point of view of the author of this text, and 
such is the spirit consistently applied. This book should be required fo, 
every graduate student in social science (especially in economics) in his 
first year of graduate work. I only wish I could believe that the typical 
American undergraduate could master it—perhaps he can. At any rate we 
are remiss if we let an economics or commerce major graduate with less, | 
know scarcely a professor, myself included, who could not well afford to 
give careful study to the book. 

In addition to the presentation of the usual techniques of elementar, 
statistics (all presented in the spirit above indicated), there are chapters on 
“Genesis of fact marshalling,” “Rational basis of time series analysis,” “The 
theory of statistical inference,” “The logic of statistical method,” and five 
chapters constituting Part 6, on ““The evolution of scientific method” —three 
historical, one on ‘‘Relativity, indeterminancy, and the dynamic view,” and 
one on “Scientific method and the future.’ These latter chapters constitute 
a contribution to an understanding of the development of economic doc- 
trine, and deserve a wider reading than they are likely to attract, tucked 
away as they are in the back of what appears on superficial examination to 
be a beginning text in statistics. Some students will disagree with the author's 
interpretations of the doctrines and methods of certain scholars; but the 
analysis is stimulating and suggestive in this admittedly controversial field 

It is unfortunate that the high level maintained by the bulk of the m:- 
terial is marred by a few errors in the parts dealing with the more mechanical 
phases of statistical methods. The explanation and formula for the weighted 
average-of-relatives index number of prices erroneously employ physical 
quantities as weights, and the matter is made only worse by the thoroughly 
misleading explanation on page 182. The formula for the estimation of the 
mode of a frequency distribution employs, without justification, the total 
frequencies above and below the modal class. Ordinary usage which con- 
siders only the frequencies of adjacent classes would appear to be more 
reliable in most cases. The standard deviation formula erroneously includes 
a + sign. In a few places, in dealing with averages, for instance, description 
of technique looms large, subordinating attention given to the problems of 
the choice of the average to be made in a given case. In the opinion of the 
reviewer the discussion of the geometric and harmonic means is inadequate; 
in brief, he feels that there are available several texts which treat with equal 
or greater clarity the matters of statistical methods, narrowly considered 
The uniqueness of this text lies in the fields above indicated. From the point 
of view of these broader purposes, it seems that it would have been worth 
while at least to touch on the nature and purposes of multiple and parti 
correlation, so the general student would both better understand the limite- 
tions of simple correlation and have some conception of the great potentiali- 
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ties of the broader technique. Details of the technique of multiple correla- 
and tion are logically beyond the scope of this introduction, but the student in 


Se social science should at least become familiar with its existence. We might 
his likewise wish that the author had seen fit to guard against some of the com- 
ical monest misuses of statistics by giving a realistic interpretation of the sig- 
we nificance of the size of the Pearsonian coefficient (in terms of relative im- 
‘3. | provement in estimate, for instance). This might well replace several pages 
d to of description of bivariate correlation surfaces, which could better be treated 
by means of scatter diagrams. In the reviewer's opinion too much emphasis, 
tar; for social science, is given to the normal frequency distribution as a norm. 
$ on Finally, we might question the wisdom of the use of the word “dynamic” in 
The economics in the double sense of involving the time factor and of denoting a 
five changing set of relationships. These are not identical. 
hree Enough has perhaps been said above to indicate the reviewer's high 
and estimate of the value of this volume in the field it especially attacks, the ra- 
itute tionale of scientific method in social science. The philosophic viewpoint is 
doc- dominant, and the author takes an historical and analytical approach to the 


cked problems discussed. It is refreshing to find such outspoken criticisms as illus- 
n to trations of statistical fallacies—tariff data and arguments figure prominently 


n0F's as horrible examples. It is surprising to find the number of times materials 
- the of the 1930's serve illustrative purposes. The book deserves a place on the 
ield desk (not simply in the library) of every student of research in social science. 
ma- WIRTH F. FERGER 
nical University of North Carolina 
hited NEW BOOKS 
sical GLEITZE, B. Statistisches Lexikon. (Tubingen: Mohr. 1935. Pp. 464.) 
ghly LENTI, L. Analisi di statistica economica. (Milan: Aracne. 1934. Pp. 166. L. 15.) 
f the Among Italian works dealing with economic forecasting this study assumes 
total an important place. A step was taken in advance, the author concedes, when 
am inductive procedures replaced deductive. But a step was taken backward when 
the Harvard committee over-simplified by reducing its basis to three curves. 
we Since such curves merely describe a condition, failure to predict 1929 was to be 
ludes expected. It is only with a difference that cycles repeat ; and the difference makes 
ption all barometers fail, since they indicate only what might be, not what must be. 
ns of If rain threatens, we do nothing to prevent it. But if any economic change 
f the threatens, the actions we take may alter the probability that it will arrive. 
After discussing the theories of various American students and the Institut 
uate, fir Konjunkturforschung, the author passes in review the Italian economists 
equal and takes his own stand. Pantaleoni had an idea which he gave to Benini, who 
ered was the first to publish it, the idea that we cannot do more than prepare, and 
point keep always up to date, a “dictionary” of symptoms. Such a summary study 
saath Lenti here attempts. His chapters necessarily include “only a few of the many 
topics which a good dictionary of economic forecasting ought to include. But 


ours is an attempt, a simple sketch, of the dictionary conceived by the two 
mita- masters of economic analysis.” 


itiali- Expository records comprise the greater part of the volume. The Italian 


388 Reviews and New Books 


[June 


statistical series presented are mostly of a type familiar in other countries. There 
is emphasis on interpretative aspects, on normal and abnormal and their sig. 
nificance. Among the topics discussed are daily sensitive indices of stock ex. 
change prices, daily clearing house transactions, volume of stock exchan 
transactions, the money market, new flotations, retail prices and cost of living, 
wholesale prices, bankruptcies and protests, railroad traffic, employment and 
building. The chapters are painstakingly done, and while the author shuns con. 
clusions he yet announces his expectation to go farther in another volume. 


ROBERT F. ForErster 


Contributi del Laborat di Statistica. Pubblicazioni della Universita Cattolica 
del Sacro Cuore (Milano: Soc. Ed. “Vita e Pensiero.” 1934. Pp. 460, 
L.50. 

Ad present volume consists of thirteen valuable statistical investigations in 
several well defined fields. The first, by the director of the laboratory, Marcello 
Boldrini, is an original genetic discussion of European races. Professor Boldrini 
analyzes European population with respect to the three criteria of pigmentation, 
cephalic index and body height, applying his method.of attack to five accepted 


European races. His results enable him to classify authoritatively the five races 
in the following descending order of “purity”—Nordic, Mediterranean, East 
Baltic, Dinaric and Alpin 

More than half of the essays deal with problems of me statistics, 


with particular emphasis on the Italian situation. Two studies in theoretical 
statistics by P. Martinotti are included: ‘The calculus of the rate of elimina. 
tion,’ and ‘Interpolation and trigonometric series;” also, a report by Professor 
Fanfani on the Milan price revolution of 1500-1680, and a tribute by A. Uggé 
to the eighteenth century English clergyman-statistician, William Derham, for 
his pioneering work in political arithmetic. 


An English, French, German and Italian summary is appended to each essay. 
H. A. FREEMAN 
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GauMNITz, E. W., a Outlook for future development in milk control. Jout. 
Farm Econ., Feb., 1 

GESZTELYI Nacy, | politika uj utjai és eszkézei (The new ways and 
methods of agricultu Ki seat Sainte May, 1934. Pp. 28. 

Hoop, K. Part-time farmit Farm. Econ., Feb., 1935. Pp. 9. 

Inric, C. Les résultat raires d’aprés-guerre. Jour. de la Soc. Hongroise de 
Stat., Nos. 3-4, 193 

IRWIN, H. S. Seasonai regates of wheat futures contracts. Jour. Pol. Econ, 
Feb., 1935. Pp. 16. 

KusNETzow, I. Die La rnschaft in der USSR und in den kapitalistischen Landen. 
Agrar-Probleme, Bd. 5, Heft 1934 

Mayer, R. J. The van it surplus. Econ. Forum, Winter, 1935. Pp. 9. 

McQUEEN, R. The farme rs arrangement act, 1934. Canadian Jour. Econ. and Pol. 
Sci., Feb., 1935. Pp 

PLuMMER, A. The Brit ct, 1932. Quart. Jour. Econ., Feb., 1935. Pp. 3. 

en Q. Codpera t farm supplies. Jour. Farm. Econ., Feb., 1935. Pp. 10. 

Rossins, L. The pa nnir b agriculture—a rejoinder. Lloyds Bank Ltd. Mo. Rev. 


Feb., Pp. 


ad 
195 
ROT. 
1° 
SAT 
ToD 
VA) 
A 
WA 
WE 
Wi 
ZAI 
The 
Bui 
The 
BA 
Br 
D 
De 
m fs 
IN 
Ki 
Li 
M 
ST 
WV 


5, 


of] 


ms, 


1935 | Trade, Commerce, and Commercial Crises 393 


RoTHE, C. Restriction of rubber production in Netherlands-India. Pacific Affairs, Mar., 
1935. Pp. 15. 
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DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the Trade Information Series of the Department of Commerce have 
peared Bulletins No. 821, Fuel and Power in Japan, by J. R. Bradley and D. W. 
Smith (pp. 28, 5c.) ; No. 822, Summary of United States Trade with World, 
1934, by E. A. Tupper (pp. 28). 


In the Trade Promotion Series has been published No. 155, Railway and High. 
way Transportation Abroad: A Study of Existing Relationships, Recent Com. 
petitive Measures, and Codrdination Policies, by W. R. Long (pp. 426, 50c.). 


A reprint from Commerce Reports of February 9, 1935, relating to Foreign 
Tariffs and Trade Controls during 1934, by Henry Chalmers, chief of the Divi- 
sion of Foreign Tariffs, brings together in concise form essential data (pp. 5, 
gratis). 


The United States Tariff Commission has published in its Miscellaneous Series 
The Tariff and Its History: A Collection of General Information on the Subject 
(pp. 109, 10c). This contains excerpts from the Dictionary of Tariff Informa. 
tion published by the Tariff Commission in 1924 and now out of print. 


Six Parts of Hearings before the House Committee on Ways and Means, 73rd 
Congress, 2nd Session, relating to Reciprocal Trade Agreements have been 
printed for the use of the Committee. These cover hearings between March 8 
and 14, 1934 (pp. 70; 100; 102; 35; 109; 98). 


The address of Secretary of State Cordell Hull before the American Farm 
Bureau Federation at Nashville, December 10, 1934, on Agriculture and Foreign. 
Trade Agreements has been printed as a separate (pp. 17, 5c.). 


The Federal Trade Commission has published a report on Utility Corporations 
(Senate Doc. 92, 70th Congress 1st Session, Part 69-A, pp. 618). This is a 
monthly report on the electric power and gas utilities inquiry. In the appendix 
is a 12-page list of references on holding companies. The volume contains off 
cial expressions relating to federal incorporation or license prior to 1914; simi- 
lar expressions for the period 1914-1932; also proposed legislation relating to 
federal incorporation or license extracts from party platforms; and a long list 
of “personal’’ expressions relating to federal incorporation. A section contains 
extracts from the press for the period 1911-1933. In conclusion there is 4 
compilation of state constitutional, statutory, and case law concerning corpora- 
tions, with particular attention to public utility holding and operating companies. 

Part 71-A of this same Senate document contains the summary report of the 
Federal Trade Commission on Efforts by Associations and Agencies of Electric 
and Gas Utilities to Inflence Public Opinion (pp. 486). 


The Federal Trade Commission is issuing reports on Textile Industries, Part 
I, Investment and Profit (1934, pp. 26, Sc.) ; Part III, The Woolen and Worsted 
Textile Industry (1935, pp. 21, 5c.). 


A Letter from the Acting Chairman of the Federal Trade Commission on 
Chain Stores: Final Report on the Chain-Store Investigation has been issued 2s 
Senate Document No. 4, 74th Congress, 1st Session (1935, pp. 110). This deals 
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with the forms of growth of chain-store systems; competitive practices and trade 
policies; effect of special concessions to chain stores on their growth and de- 
velopment ; economic factors; public policy; and a chapter of conclusions and 
recommendations. 


Circular No. 323 of the federal Department of Agriculture deals with Trad 
ing in Privileges on the Chicago Board of Trade, by Paul Mehl (1935, pp. 79, 
10c.). This presents the results of a thorough study of trading in privileges in 
grain futures (known also as indemnities, puts and calls, and bids and offers) 
as conducted on the Chicago Board of Trade from the early sixties until July 
24, 1933. It is believed that this is the only comprehensive report ever published 
of the extent of trading in privileges. 


A Letter from the Secretary of Agriculture on Industrial Prices and Their 
Relative Inflexibility has been issued as Senate Document No. 13, 74th Congress, 
ist Session (pp. 38, 5c.). 


The federal Department of Agriculture has mimeographed a copy of The 
Modern Settlement Movement in Germany, by Charles P. Loomis, agricultural 
economist (1935, pp. 68). This contains a bibliography of the rural settlement 
movement covering seven pages. 


Labor 


The Report to the President of the Committee on Economic Security was pub- 
lished under date of January 15, 1935 (Washington, Supt. of Docs., pp. 53). 
This is followed by a Supplement (pp. 18). 


The Decisions of the National Labor Relations Board for the period July 
9-December, 1934 has appeared (Washington, Supt. of Docs., pp. 223, 20c.). 


The Women’s Bureau of the federal Department of Labor has issued the fol- 
lowing bulletins: 

No. 118, The Employment of Women in Puerto Rico, by Caroline Manning 
(pp. 34, 5c.). 

PNo. 119, Hours and Earnings in the Leather-Glove Industry, by R. G. Smaltz 
and A. N. Phillips (pp. 32, 5Sc.). 

No. 120, The Employment of Women in Offices, by Ethel Erickson (pp. 126, 
15c.). 

No. 121, A Survey of the Shoe Industry in New Hampshire, by A. L. Peter- 
son (pp. 100, 10c). 

No. 122, Variations in Wage Rates under Corresponding Conditions, by 
M. E. Pidgeon (pp. 57, 10c.). 

No. 124, Women in Arkansas Industries, by Bertha Blair (pp. 45, 5c.). 

No. 128, Potential Earning Power of Southern Mountaineer Handicraft, by 
B. M. Nienburg (pp. 56, 10c.). 


Public Finance 


For the use of the Congressional Joint Committee on Internal Revenue 
Taxation there has been published A Summary of the British Tax System, with 
Special Reference to Its Administration, by Roswell Magill, L. H. Parker and 
E. P. King (pp. 61, 10c.). 
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NOTES 


The next annual meeting of the AMERICAN ECONOMIC ASSOCIATION will be 
held in New York, December 26-28, with headquarters at the Hotel New 
Yorker. 

The following names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since February 1: 


Baska, L., St. Benedicts College, Atchison, Kan. 


Barnwell, G. W., Stevens Institute of Technology, Hoboken, N.J. 

Blair, J. J., 3133 Breckinridge St., Pittsburgh, Pa. 

Borth, D., Jr., West Virginia University, 28 Woodburn Hall, Morgantown, W.Va. 
Brainard, H. G., 435 Commerce Bldg., University of Illinois, Urbana, II. 

Brown, G. T., Seton Hill College, Greensburg, Pa. 

Bryant, L., Personnel Div., Tennessee Valley Authority, Knoxville, Tenn. 


Cheyney, W. J., National Retail Furniture Co., 2 Whittlesey Rd., Trenton, N.J. 
Corey, C. S., Keuka Park, N.Y. 

Curtis, W. R., 435 Commerce Bldg., University of Illinois, Urbana, III. 
Dean, J. P., 607 S. Fess St., Bloomington, Ind. 

Garrett, S. S., 115 Oak Hill Rd., Ithaca, N.Y. 

Hinrichs, A. F., U. S. Bureau of Labor Statistics, Washington, D.C. 

Hurff, G. B., Jr., 29 S. Woodland Ave., Woodbury, N.J. 

Joseph, W. E., 337 Oaklane, Glenolden, Pa. 

Kouperman, A. B., 5129 University Ave., Chicago, Ill. 

Lewis, A. B., 2 Gray Gardens East, Cambridge, Mass. 

Locke, H. D., 7 Bonwood St., Newtonville, Mass. 

Mayer, L. K., 215 Middle Neck Rd., Great Neck, L.I., N.Y. 

Micoleau, H. Le B., Tri-Continental Corp., 54 Wall St., New York City. 
Morrison, J., Washington Mutual Savings Bank, 1101 2nd Ave., Seattle, Wash. 
Murphy, F. F., Georgetown University, Washington, D.C. 

Paris, J. D., 321 Fourth Ave., North Pelham, N.Y. 

Parry, C. L., Metropolitan Life Insurance Co., Business Research Bureau, New York City. 
Price, R. J., c/o The Jemison Companies, Birmingham, Ala. 

Roesch, W. L., 1204 S. 48th St., Tacoma, Wash. 

Sammons, W., 536 Deming PI., Chicago, III. 

Sham, D., 2228 Durant Ave., Berkeley, Calif. 

Taylor, O. H., E-22 Adams House, Cambridge, Mass. 

Walsh, J. R., D-12 Leverett House, Cambridge, Mass. 

Waring, F. A., 2123 R St., N.W., Washington, D.C. 

Warrington, W. E., 102 Hare Bldg., 36th and Spruce Sts., Philadelphia, Pa. 
Widener, H. W., 58 N. Harlem Rd., Buffalo, N.Y. 


The American Council of Learned Societies has prepared a memorandum with 
regard to the assistance which may be granted for the publication of works in 
the humanities by American scholars. Detailed information may be obtained 
from the secretary of the Council, Mr. Waldo G. Leland, 907 15th Street, Wash- 
ington. 

A Conference on Population Studies in Relation to Social Planning was held 
under the auspices of the Population Association of America in Washington, 
May 2-4, 1935. Information in regard to the proceedings may be obtained from 
the secretary, 308 Victor Building, Washington. The Association is now pub- 
lishing Population Literature. Notes on research in progress will be reported 
from time to time. 


The Third Conference on Business Education will be held at the University 


of Chicago, June 27-28, under the auspices of the School of Business. The sub- 
ject will be “Business Education and Money Management.” Further inform 
tion may be obtained from Dean W. H. Spencer, School of Business, University 
of Chicago. 
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The Institute of Public Affairs will hold its ninth annual session at the Uni- 
versity of Virginia from June 30-July 13. The program will include the fol- 
lowing topics: “Economic Security and Taxation for Prosperity,” ‘The Signifi- 
cance of American Membership in the International Labor Office,” “Our Latin- 
American Relations,” and “American-German Relations.” 


The third annual session of the Summer Institute for Social Progress will be 
held on the campus of Wellesley College July 6-20. The central theme of this ses- 
sion will be “Social Planning in an Age of Conflict.” 


The University of Denver is sponsoring an Institute of Public Affairs from 
June 18-August 28, dealing with the general subject, “The Interpretation of 
‘he Current American Scene,” The unit of economics will hold its sessions from 
July 9-19; and at these sessions “The Monetary Question,” “American Securi- 
ties Market,” and “The Socio-Economic Security” will be under discussion. Fur- 
ther information may be obtained from E. U. Bourke, acting director of the 
Publications Bureau, University of Denver. 


The sessions of the Fabian Summer School will be held August 3-31 at 
Frensham Heights, Rowledge, Nr. Farnham, Surrey, England. Further informa- 
tion may be obtained from the Fabian Society, 11 Dartmouth Street, Westmin- 
ster, London, S.W., 1. 


The International Union for the Scientific Investigation of Population Prob- 
lems will hold the third general assembly in Berlin on September 9-15. The 
Congress has the following divisions: (1) population statistics; (2) biology 
nd race hygiene; (3) social, economical, and psychological problems of popula- 
tion; (4) medicine and hygiene. Further information may be obtained from the 
general secretary, care of the London School of Economics, Houghton Street, 
London, W.C. 2. 


It has been announced that a new graduate school in banking will be estab- 
lished at Rutgers University under the directorship of Dr. Harold Stonier. Dr. 
Eugene E. Agger will serve as associate director. The course will be covered in 
six weeks of resident study divided into two weeks for each of three summers, 
and twenty months of supervised home study. 


The Central Codperative Wholesale, owned and operated by 101 codperative 
retail stores in Minnesota, Wisconsin and Northern Michigan, dedicated its new 
headquarters in Superior, Wisconsin, April 13. 


The Bulletin of the Taylor Society has been discontinued ; however, the Taylor 
Society has formed a federation with the Society of Industrial Engineers under 
the name, Federated Management Societies. The federation is publishing a new 


bulletin called Bulletin of the Taylor Society and of the Society of Industrial 
Engineers. 


The Agricultural Adjustment Administration of the federal Department of 
Agriculture is publishing a bulletin entitled Land Policy Review, presenting cur- 


rent information concerning national, state and local land research, planning and 
policy 
I 


_A new German journal is announced, entitled Archiv fiir mathematische 
Wirtschafts- und Sozialforschung, edited by Dr. Aloys Timpe and Dr. Paul 
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Riebesell. The price per year is RM.10. Copies may be purchased from the 
Verlag Hans Buske in Leipzig. 

Dr. Oswald Frederick Boucke, professor of economics at the Pennsylvania 
State College, died March 12, 1935. 


Dr. Edward Cannan, professor emeritus of political economy at the Uni- 
versity of London, died April 8, 1935. 


Professor Oscar Clemens Helming of the department of economics at Carleton 
College died at Minneapolis on April 10, 1935. 


Appointments and Resignations 


A. J. Barlow of the University of Virginia will give courses during the com- 
ing summer at the University of Southern California. 


Burnham P. Beckwith, instructor in economics at the University of Kansas, has 
been appointed to the research staff of the study of human nature and the social 
order conducted by Dr. E. L. Thorndike at Columbia University. 


Truman C. Bigham of the College of Business Administration, University 
of Florida, has been acting during the current academic year as economic con- 
sultant for the Florida Emergency Relief Administration in connection with a 
study of income and expenditures in the state of Florida. 


Henry J. Bittermann has been advanced to the rank of assistant professor 
of economics at Ohio State University. 


A. G. Black, now director of the livestock and feed grains division of the 
Agricultural Adjustment Administration, will become chief of the Bureau of 
Agricultural Economics 


John G. Blocker, assistant professor of accounting at the University of Kansas, 
had his leave of absence extended during the second semester of 1934-35 to aid 
in directing the accounting division of the Kansas Emergency Relief Committee. 


James F. Bogardus has obtained a leave of absence from the Wharton School 
to serve as deputy secretary of forests and waters for the Commonwealth of 
Pennsylvania. 


E. L. Bogart of the University of Illinois has been appointed a member of the 
State Advisory Committee on Work Relief and Rehabilitation of the Illinois 
Emergency Relief Commission. 


T. H. Boggs, professor of economics at Stanford University, will offer courses 
at the University of British Columbia during the summer session. 


Karl R. Bopp of the University of Missouri will teach courses in finance at the 
University of Washington during the summer session. 


Charles J. Bullock retires as professor of economics at Harvard University, at 
the end of the current yeas 


John B. Canning, professor of economics at Stanford University, is serving 
as economic adviser to the legislative committee of the California Medical As- 
sociation in connection with the legislative program for health insurance of that 
association. During the summer he will teach at the College of Economics an¢ 
Business at the University of Washington. 
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Charles W. Cole of the department of history, Columbia University, has been 
appointed associate professor of economics at Amherst College. 


S. J. Coon, dean of the College of Economics and Business at the University 
of Washington, will teach courses in the history of economics and current eco- 
nomic problems at Stanford University during the summer quarter. 


Carl S. Dakan of the College of Economics and Business at the University 
of Washington will teach at the University of Missouri during the summer ses- 
sion. 

R. L. Dewey has been granted a leave of absence from the department of 
economics, Ohio State University, for the winter and spring quarters, to serve 
as statistical expert on the Electric Rate Inquiry of the Federal Power Com- 
mission at Washington. 


Sigismond de R. Diettrich of the College of Business Administration at the 
University of Florida will teach in the 1935 summer session of the Alabama 
State Teachers College. 


Roland B. Eutsler of the Pennsylvania State Emergency Relief Board and form- 
erly of the University of Pennsylvania, has been eee professor of eco- 
nomics and insurance in the College of Business Administration at the Uni- 
versity of Florida. 


Frank A. Fetter has been re-appointed as visiting professor of economics at 
the University of Illinois for the academic year 1935-36. 


L. E. Fitzgerald of the department of economics at the University of Illinois has 
been appointed associate professor and acting dean of the College of Commerce 
at the University of Detroit. 


Leslie T. Fournier of the economics department at Princeton University has 
been granted a leave of absence for the second term of the academic year 
1935-36. 


Harold A. Freeman has been appointed instructor in the department of eco- 
nomics and social science at the Massachusetts Institute of Technology. 


W. Carlton Harris of the Wharton School has been 1 Oe special deputy 
secretary of banking of the Commonwealth of Pennsylvania. 


W. W. Hewett of the University of Cincinnati has been elected vice-president 
of the social science section of the Ohio College Association. 


Bishop C. Hunt, formerly instructor of economics at Harvard University, has 
resigned in order to assume the duties of economic adviser at Price, Waterhouse 
and Company in New York. 


Jens P. Jensen of the University of Kansas was on leave during February, 1935, 
to direct tax studies in Oklahoma for the Brookings Institute. 


Elbert A. Kincaid of the University of Virginia has recently been appointed a 
member of a special committee to investigate and recommend measures of re- 
form in the state banking laws of Virginia. 


Max Lerner, professor of politics at Sarah Lawrence College, will head the 
faculty of the Summer Institute for Social Progress at Wellesley, July 6-20. 
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19 
D. Philip Locklin has been granted a leave of absence from the Universi 
of Illinois in order to accept a position as principal transportation economiy Ur 
in the Bureau of Statistics of the Interstate Commerce Commission. | 
Arthur F. Lucas, associate professor of economics at Clark University, is to 
return to England this summer to continue his studies in the control of com. 
petitive activity in British industry. th 
H. A. Millis of the University of Chicago has had his leave of absence 
extended to enable him to continue as a member of the National Labor Reh. at 
tions Board. He plans to resume his work at the University of Chicago beginning 
with the summer quarter. of 
E. P. Moxey, Jr., of the accounting department of the Wharton School, as , fo 
member of the National Panel of Arbitrators of the American Arbitration As. In 


sociation, is acting as arbitrator between the Liberty Laundry Company, Inc, 
and the Atlas Damp and Finished Laundry. 


William A. Neiswanger has been advanced from the rank of associate pro. 
fessor to professor of economics at DePauw University. 


A. J. Nichol, on leave of absence from the economics department at Duke th 
University, is teaching during the spring quarter at the University of Chicago. of 
He will return to Yale in the summer to complete the research undertaken as 
a Sterling Fellow. 

Grover A. J. D. Noetzel, instructor in the department of economics at the 
University of Wisconsin, will leave on July 1 for fifteen months of study in by 
Europe in the field of international finance. He expects to spend most of his t 
time in London and Geneva. ' 

Harold L. Reed of Cornell University has been reappointed a member of the p 


New York State Bank Board by Governor Lehman. 


Charles F. Remer of the economics department of the University of Michi- 
gan was granted leave of absence in March to accompany an American eco- 
nomic mission to China and act as expert adviser on problems of international 
trade. 


J. S. Robinson has returned to his work at Carleton College after spending a 
sabbatic half-year as a visiting professor at the London School of Economics. 


R. H. Rowntree has been advanced to the rank of assistant professor of eo- 
nomics at Ohio State University. 


Lawrence H. Seltzer is on leave of absence from Wayne University, Detroit, 
and is serving as head economic analyst in the Division of Research and Statis- 
tics of the United States Treasury Department. 


R. W. Sinsabaugh, formerly assistant vice president of the Central Hanover 
Bank and Trust Company, New York City, in charge of the investment depatt- 
ment, has resigned to become economist for the Independence Fund of North 
America, Inc. 


Tipton R. Snavely of the University of Virginia has served since last year as 
a member of the State Milk Commission of Virginia. 
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]. Wesley Sternberg, formerly of the University of Kansas and Ohio State 
University, has been appointed economist to the Federal Trade Commission. 


Craig T. Stockdale is a teaching assistant at Princeton University. 


Theodore Suranyi-Unger of Szeged University will be a visiting professor at 
the University of Southern California during the second summer session. 


Frank William Taussig retires as professor of economics at Harvard University 
at the end of the current year. 


George W. Taylor, research associate in the industrial research department 
of the Wharton School, is impartial chairman of the Men’s Clothing Industry 
for the Philadelphia Market, impartial chairman of the Full-Fashioned Hosiery 
Industry, and administration member of the Hosiery Code Authority. 


Raymond D. Thomas of the Oklahoma Agricultural and Mechanical College 
has been granted a leave of absence to serve as a member of the Oklahoma Tax 
Commission. 


B. Alden Thresher has been promoted to the rank of associate professor in 
the department of economics and social science at the Massachusetts Institute 
of Technology. 


Edward C. Welsh, instructor in economics at Ohio State University, will teach 
in the summer school at the University of Cincinnati. 


C. R. Whittlesey of the economics department at Princeton University has 
been granted leave of absence for the academic year 1935-36, which he plans 
to spend at the University of Kiel and the University of Vienna. 


William H. Wynne, research associate at Yale University, has taken over 
Professor Remer’s work at the University of Michigan during the latter’s ab- 


sence. 
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New McGRAW-HILL Books 


Thompson—POPULATION PROBLEMS—New Second Edition 
By Warren S. TI Miami University. McGraw-Hill Publications ia Sociology, \ 


Second edition. 495 | $ 


Barker and Anderson—PRINCIPLES OF RETAILING 


By Clare Wright | Indiana University, and Ira Dennis Anderson, Ohio Wesleyan — 
University. 464 pag 


Spengler and Klein—INTRODUCTION TO BUSINESS 
By Edwin H. Speng ) Klein, Brooklyn College. 829 pages, $4.00. 


Patterson—SOCIAL ASPECTS OF INDUSTRY—New Second Edition 
By S. Howard Patt rsity of Pennsylvania. Second edition. 578 pages, $3.00, 
Dummeier and Heflebower—ECONOMICS WITH APPLICATIONS To 
AGRICULTURE 
‘ 
By Edwin F. Dun Richard B. Heflebower, State College of Washington. 742 
pages, $3.75. 
Maclean—LIFE INSURANCE 
By Joseph B. Maclean, Mutual Life Insurance Company of New York. McGraw-Hill 


Insurance Series. Tl 550 pages, $4.00. 


de Haas—THE PRACTICE OF FOREIGN TRADE 
By J. Anton de Haas, H University. Ready in June. 


Elder—FUNDAMENTALS OF INDUSTRIAL MARKETING 
By Robert F. Elder, M tts Institute of Technology. 315 pages, $3.00. 


Chapin—CREDIT AND COLLECTION PRINCIPLES AND PRAC.- 
TICE—New Second Edition 


By Albert F. Chap York University. Ready in June. 

Send for copies on approval 
McGRAW-HILL BOOK COMPANY, INC © 
330 West 42nd Street New York, N.Y. — 
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